i g: Income from Business 


LECTURE NOTES 


provided following data for TY 2021: 
profit and loss is as follows: 


in on sale of furniture is Rs.11 


income for TY 2021? 
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Chapter 8: Income from Business | 


ZATION SUMMARY 


DEPRECIATION/AMORTI 
Description Depreciable assets | 
Tangibles — dl 
I. Section Section 22 and 23 aia rA 
2. Year of purchase 50% Depreciation a 
3._ Year of Disposal ~_| 50% Depreciation No amon ization R 
4. Esa of depreciation/ WDV = 
mortization value) | 
iti iti 5% No concept of initial | 
5. Initial allowance Itta olopaa Oa Ae aio Reece 
b. New or old plant from 
outside Pakistan 
c. Computer b | 
6. Calculation of gain/(loss) on | 4 exceptions 1 exception 
disposal 
DISPOSAL 4 EXCEPTIONS - TANGIBLES 


Reference Category 


Treatment | 


$.22(9) 


S. 22(13)(a) 


S. 22(13)(d) 


$.22(9) 


> cost) 
S. 22(14) Any asset 


Scenario 
Any asset Where an asset is used partly in | The WD V ofthe asset at the time of 
Seniving income fom vets disposal shall be increased by the amount of 
snd part or deduction not allowed in the previous years 
Expensive Car | Where the cost of passenger | The consideration received on 
EGU peace (Ween ates disposal shall be calculated as follows 
hire) is restricted to A x B/C 
Rs. 2,500,000, s p 
A is the amount received on 
disposal of the vehicle; 
B Rs. 2,500,000; and 
c is the actual cost of | 
acquiring the vehicle. = 
ek if oaeoi receivedonthe | the consideration shall be treated as the 
where isposal of immovable proj 
consideration PEREN the cost, pee | cost. 


Hint ; Extend WDV on disposal D 


If a person exports or transfers 
out of Pakistan a depreciable 
asset used in Pakistan 


exported 


It will be assumed that person has disposed 


ofthe asset fora consideration equ! 
to the cost of the asset. — 


P' T. p == 


Treatment 


where the intangible is not wholly 


used to derive income chargeable 
to tax, 


Written down value equals to the cost of the | 
intangible less amortisation that would be 
allowed if the intangible was wholly used — 
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disposal of building is Rs.5 
sposal of furniture Rs.4 


iation 
g loss on disposal of building 


n 
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income front Business 


involved in selling electric goods. Details of his income for TY 2024 are as follows: 


Income Statement 
Rupees in 000 
2 


500 
(3,000) 


owned assets 
tion leased asset 60 
cost on assets leased 
‘on sale of building 
expenses (all paid in cash) sd 


e Statement 

include amounts of Rs. $0,000 and Rs. 75,000 per month paid to Sikandar and his brother 
His brother looks after administration and financial matters of the firm. It also includes six 
y of a temporary worker, at Rs. 28,000 per month, paid in cash. 

-jation and initial allowance on owned assets amounted to Rs. 50,000 and Rs. 60,000 respectively. 

s paid during the year on assets acquired on lease during the year amounted to Rs. 75,000. 

having tax written down value on disposal of Rs. 40,000 is sold for Rs. 90,000. Its cost at the time 
was Rs. 70,000. 

wing tax written down value on disposal of Rs. 35,000 is exported against a consideration of Rs. 
cost at the time of purchase was Rs. 50,000. - 


Rupees 

y imposed by the Commissioner for late filing of the annual return 45,000 
to an unapproved superannuation fund 17,000 

er software purchased on 1 May 2024 (Life is 5 years) 30,000 
aresearch institute in China for the purpose of developing a new product. 15,000 

bad debts 25,000 

to a distributor for delayed supplies 6,000 

‘bills for home 12,000 


es Rs. 75,000 recovered from Moin in respect of bad debts for tax year 2022. The actual bad 
| was Rs. 80,000 however tax authorities only allowed Rs. 45,000 as deduction. 

e Rs. 6,000 rent payable which was allowed as a deduction, on the accrual basis, against the 
e year ended 39 June 2020. 


i his tax liability for TY 2024. 
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Chapter 8: Income from Business 


Rules for Income from Business Numericals — Part B 
Amounts Wrongly Included in Expenses | 


No. Item _| Treatment 
1 Zakat Not allowed in income from business so add back. Then it Will be 
deducted as deductible allowance if paid under Zakat and Usher Ordinance | 
2 | Donation U/s 61 Not allowed in income from business so add back. Then it will be alloweg 
as a tax credit a 
3 Donation to poor, Not allowed in income from business so add back. No other action 7) 
beggars, family 
members, private 


organizations 
Security deposits It is not allowed in income from business as deduction so add back, 


Note: Security deposit may be for lease, may be for electricity connection 
etc. 

5 Advance income tax | Not allowed in income from business so add back. Deduct at end of 
numerical 

6 Personal expenses Not allowed in income from business so add back. No other action 


required. 
(These are pre-commencemient expenditures) Not allowed in income from 
business so add. Now deduct tax amortisation 


Cost of preparing 
feasibility stud 


Rules for Income from Business Numericals — Part C | 
Incomes that may be included in other income 


i Gain on disposal of shares 

ii, Dividend income 

iii. Income from property 

iv. Income from other source 

v. Gain on disposal of business land 


Note: All these will be deducted while calculating income from business and will be reclassified at 
relevant places using tax rules. 
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8: Income ftam Business 
eee O 


-5 JExtracted from Chapter 19 
i Qateel, a resident individual, is engaged in 


the may i z 
nufacturing of various consumer goods under the name and 


y | Enterprises (QE), The following inf i 
ae Tans 20021, ‘ormation has been extracted from the records of QE for the financial 
Total turnover Rupees 
Cost of sales 28,500,000 
Gross profit (26,155,000, 
Operating expenses 2,345,000 
eperating loss AE 
inance charges on le: i ane 
Other income eatery (35,703) 
Profit before tax gongo 
onal information: 
hd Cost of sales includes: 
. Rs. 45,000 put as fine for violation of contract with a customer for delay in supply of goods. 
* accounting depreciation of Rs. 2,498,940 (including depreciation on leased assets). 
w Operating expenses include: x 
e Rs. 450,000 paid for renewal ofa licence for fifteen years, 
e yehicle tax paid in cash amounting to Rs. 255,000 for eight office cars, 
. . 185,000 paid as security deposit to K-Electric (KE) for replacement of transformer at the factory. 
. Rs 300,000 collected by KE as advance tax through monthly electricity bills, 
e cash donation to poor families amounting to Rs, 64,600 and Zakat of Rs. 1,401,060 paid under Zakat & 
Ushr Ordinance. 
. penalty of Rs. 25,000 imposed by the Commissioner Inland Revenue for late filing of annual return of 
income for the tax year 2020. 
e entertainment expenditure of Rs. 128,000 incurred on arrival of foreign customers for business 
Pips es. 
(ii) Other income includes: 
e Capital gain of Rs. 1,200,000 from sale of shares of a private limited company. Shares were acquired 
on | August 2016, 
(iy) Lease rentals paid during the year amounted to Rs. 270,000. 
(W) During the year, a warehouse was constructed for Storage of goods at a cost of Rs. 4,888,000. No 


accounting depreciation has been recorded on it. 
Tax depreciation for the tax year 2021 without considering the effect of para (v) above, amounted to Rs. 


1,560,000. 


Advance income tax paid during the year amounted to Rs. 480,000. 


. of the Income Tax Ordinance, 2001 and Rules made thereunder, compute the total income, 
e ‘income and net tax payable by or refundable to QE for the year ended 30 June 2021. (16) 


‘minimum tax under section 113 
all the relevant exemptions, exclusions and disallowances 
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Chapter 8: Income from Business 


9) 
Question-6 [Extracted from Chapter 19] 


s facturing of dif 
i business of manu: iftor 
rises (ME) engaged in wa 8 million for the year ended 39 Tt 
is a sole proprietor of er hoe ot afore taxon OE RAM 
Mushtaq is i account show: efore ae i, 
products. ME’s profit and ee has revealed the following inform: iad (each eniesriil in ASh whieh ng 
view of ME’s records 2,000 per month were p: f customers at the busine Premises 
2021. A Me employs five salesmen. Rs.3 Ba as oo ae a o eastomers at the b iness, ni 
š Praa x ary 00 pertaining to a vehicle phe eee tilde in ate, 
(ii) Financial one a ai O00, Depreciation of Rs:260, 
The cost of vehicle was Rs.1,300, 


h includes 


inistrativg 
0. 
d to Rs.300,00 
ing the year amountes : value of these Patents at y 
ES atn Spaen vn Terao He paons y w 
5 ; r Rs.524, 
= pae teni a Rs.430,000 and these were sold fo Raat 

inning of the year was Rs.430, WRAS, ; 

ae loss account on these patents for the current year 


i i 50,000 with written dowr 
i is respect, ture costing Rs.850, D down 
in Dubai, In this res fumi WD e furniture at the be ginni 
3 oe n E to Dubai office, The tax WDV of th ining 
value l a! 
T EEN the year is Rs.580,450, Tax depreciation for the year amo 
v) Accounting depreciation r the X 
: Rs.456,400. 


unted to 
Advance tax paid u/s 147 was Rs, 200,000. 


(vi) 


Seite costes of Income Tax Ordinance, 2001 and rules made thereunder, compute taxable income and net 
tax payable by or refundable to Mushtaq for the year ended 30 June 2021, 
a i i i ods under the name 
T y% ident individual, is en ed in the manufacturing of various consumer gi 
a sje Mabe an (ME). The following information has been extracted from the records Of ME for the 
financial year ended 30 June 20X8. 
Rupees 
Total turnover 30,000,000 
Profit before tax 2,500,000 
Additional information: 
(i) 


Finance charges include interest of Rs 35,000 on leased asset and cost of sales 
depreciation of Rs. 200,000 on leased asset, 
(ii) counting depreciation on 


includes accounting 
Owned assets is Rs, 650,000. 
Considering the effect of para (i 
(iii) 


Tax depreciation for the tax year 20X8 without 
e ERE, acy below, amounted to Rs, 1,200,000, 
er income includes ividend of Rs, 580, Teceived from listed compani is net of 
x panies. The amount is net o 
BeA ‘ax at the rate of 15% and Zakat of Rs, 100,000 deducted under the Zakat and Usher Ordinance, 
Gv) On 30 3 i 
Seth Sly ten ae se gf lease. The esi 
date of commencement of Was | Aye deposit against the Tesidual value of Rs, 100,000, The 
Lense renal Paid during the year amounted to Re 270,000, 
590,490 ana at ny, Sccounting written wn value and market value of pa RBs 
At commencem, It of yay b i E r 
ent of lease (1 July 20X3) the Cost of machi 
nun Machinery Was Rs 1,200,000, 
Under the ions Ordinan, 
taxable inco rome 
Note; g 7% ei 


e 
Year ended 30 J 


thereunder, co 
une 20X8 


Mpute the total income, 
b (8) 


Scanned with CamScanner 


trom Business 


ed you with the following details: 
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Chapter 8: Income from Business te 
Rina A 


Answer-9 
a) Ifwe start from profit 

Income from Business — 
Net profit ~ 
Add: Fine to govt. 7 

Interest on lease assets i 

Accounting depreciation on leased assets 

Accounting depreciation owned assets 
Less: Lease rental 

Tax depreciation 

Gain on disposal of shares 


Income from capital gain 


Taxable income 


b) Ifwe start from sale 


Income from Business 
Sale 


Less: Repair expense 
Rental 
Tax depreciation 


Income from capital gain 


Taxable income 


uestion-10 
Question 
J. has provided the following data relating to his business: 
Rs. In 000 

Sales 5,000 

Less: Purchases — Raw Material (1,000) 
Salaries (300) 
Rent Expense (150) 
Prize awarded to customers for sales promotion 

Net Profit 

J. has not withheld the tax on purchases amounting to Rs, 700,000, Further n 

rent and prizes. 


Required: Calculate income from business? 
Note: Your computation should Start from profit figure of Rs, 3,520,000, 
Answer-10 


ni e from busin 
Net profit 


Add: Purchases disallowed (W-1) 
Rent 


Prize 
Taxable income 


(W-1) Purchases disallowed 
Lower of: 


~ Purchases on which 
20% of tota 


lax is not deducted 20 
| purchases (1,000 x 20%) i 
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INCOME FROM PROPERTY 


Income from Property [Sec. 15] 

Deductions in computing income chargeable under the head income from property [Sec. 15A] 
Non-adjustable amounts received in relation to buildings [Sec. 16] 

Income of joint owners [Sec 66] 


Pwo 
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i or receivable by a Person fe 
the head “Inco, a 


Open plot of land rented out 
rented along with building 
orfeited deposit 


went to meet a p 


person against lease of a buj 
d “Income from Other Sources’ 
amount received for the 
ith the renting of the building, it shall 


provision of amenities, utilities or any other service 
I be chargeable under the head “Income from Other 


| out his own house to Mr. Babar against a rent of Rs. 55,000/month, 
d against rendering of utility & sweep 
al expenditures incurred by Mr. Asim are: 


. As per the terms 
er services. This Rs. 5,000 is included in 


7,000/m 
2,100/m 
1,800/m 
1,000/m 
in current year is Rs. 900,000. 
900,000 
— 1,800 — 1,000) x 12 26,400 
wel) 454,800 
1,381,200 
taxable under NTR 
97,180 
70,000 + 15% x 181,200) i 
iment (Table 1) (70, 
a (50,000 x 12) 600,000 
(120,000) 
600,000 x 1/5) x 
2.100 x12) (25,200) 


454,800 
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Chapter 


2 - Income from property 


Example-2 


r. A has two hor TR ; 
uses. House # 1 is gi indivi ouse # 2 is given on rent 

company. 1 is given on rent to an individual and H 

House 


Rent/month of Amount charged/month cia 
house for utilities utility, 
House # 1 40,000 15,000 
House # 2 70,000 18,000 
Mr. A also earned income from business of Rs. 700,000. 
Answer 
- Income from business 
- Income from other source 
- House #1 (15,000 — 10,000) x 12 
- House #2 (18,000 — 3,000) x 12 
- Income from property (W-1) 
Taxable income — taxable under NTR 
Tax payable to government (Table 1) (70,000 + 15% x 796,000) 
(W-1) Income From Property 
House # 1 (40,000 x 12) 
House #2 (70,000 x 12) 


Less: Admissible deductions 
Repair allowance (1,320,000 x 1/5) 
Rent chargeable to tax 


(4) The following amount of rent will be added in the income: 
Higher of: 
- Actual rent 
- Fair market rent 
Example 


Mr. K is a relative of Mr, O. Mr, O lets out a house to Mr. K at a subsidized rent per month of Rs. | 
However, rent prevailing in the market for the house of similar size is Rs, 20,000 per month. 
purpose of m income under income from property, Rs, 20,000 shall be taken as it is higher tha 

rent received. a 


ot apter 9: Income ftom property 


ting income chargeabh i 
actions in compu h rg le under the head income fi 
n Following deductions shall be allowed under the head “om ae ais 
a In repr of sepals o a building, an allowance equal to one-fifth of the rent chargeable to tax; 
Note: Repair al Sil will not be allowed in case where only open plot is given on rent. 

b. Insurance premium paid (or payable) in the year to insure the building; 

c. local rate, tax, charge or cess paid (or payable) on property or the rent from the property to any local 

authority or government in the year (excluding income tax); 

d. ground rent paid (or payable) for the property; 

e, any profit paid (or payable) on any money borrowed to acquire, construct, renovate, extend or 

reconstruct the property; 

f. if the property is pouted constructed, renovated, extended, or reconstructed with capital contributed 
by the Blouse Building Finance Corporation or a scheduled bank, the share in rent and share towards 
appreciation in the value of property; 
where the papery is mortgaged (or other capital charge), the profit or interest paid; 
any expenditure paid (or payable) wholly and exclusively for deriving rent including 
and collection charges up to lower of; 

a, actual expense or 

b. 4% of rent chargeable to tax 

i Legal charges paid (or payable) to defend the title of the property or any suit connected with the 
property in court; and 

j. where there are reasonable grounds to believe that unpaid rent is irrecoverable, an allowance equal to 
the unpaid rent if: 
(i) tenancy was bona fide, the defaulting tenant has vacated the property or steps have been taken to 

compel the tenant to vacate the property and the defaulting tenant is not in occupation of any other 


property of the person; 


(ii) owner has initiated legal proceedings or he believe that legal proceedings would be useless; and 
(iii) Unpaid rent has previously been included under the head “Income from Property” and tax has 


TA 


administration 


been paid on it. 
(2) Where any unpaid rent allowed as a deduction is wholly or partly recovered, the amount recovered shall be 


chargeable in the tax year of receipt. 
G) Where a deduction is allowed to a person for any expenditure in deriving “Income from Property” and the 


person has not paid the related liability within 3 years of the end of the tax year in which the deduction was 


allowed, the unpaid liability shall be chargeable under the head 


following the end of the three years (This provision is same as 8.34(5)) 
@) Where an unpaid liability is taken to income as above and the person subsequently pays the liability, the 


person shall be allowed a deduction for the amount paid in the year of payment (This provision is same as 


x S.34(6)). 
© Any expenditure allowed as a deduction unde: 
®) The deductions which are not allowed under t! 
the head Income from property. 


“Income from Property” in the first tax year 


r this head shall not be allowed under any other head. 
he head income from business will also not be allowed under 


ee, S E E ae 
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Chapter 9: Income trom property à 


adjustable against the rent, it 


: TE TET ildings [Sec. 16] EEE S 
Non-adjustable amounts received in relation to buildings | unt which is no! hich it was received and h. 


a) Where the owner of a building receives from a tenant an A the tax year in wl 
shall be chargeable under the head “Income from Property w5 
following 9 tax years in equal proportion. g is refuni 

Q) Where x E E is not adjustable against m go portion of the am 

termination of the tenancy before the expiry of 10 sae 

tax year in which it is refunded or to any subsequent ak ihe tenant, O 

(3) Where the owner has refunded non-adjustable amou! aw avec’ less 
owner lets out the building to succeeding tenant than ni 


“ e 
the head “Incom 
that was charged to tax, shall be chargeable oe equal proportion: 


by the owner to the tenant on 
ount shall be allocated to the 


n termination of tenancy, and the 
such portion of the earlier amount 
from Property” in the tax year in 


which it was received and the following 9 tax yi patsy m rent) is not taxable under the law. SE 
Note: Non-adjustable advance in case of open plot of land (given o B 
ple- 00. The fair market rent per 
ae at out his house to Qasim on 1-9-12 at monthly mat of Seen 600,000 as non-adjustable 
month is RS. 90,000. In addition to monthly rent, Qasim also E new tenant Umar on 1-02-15 at 
advance, Qasim vacated the house on 31-1-15. The house was £ n-adjustable amount which was partly 
monthly rent of Rs. 120,000. The new tenant gave Rs. 900,000 as non-a0j 
used to repay Rs. 600,000 to old tenant. 
Required: 
Calculate income from property for tax year 2013, 2014 and 2015, 
Solution 
TY 2013 
Rental income (90,000 x 10 months) 900,000 
Add: Nonadjustable (600,000 / 10) 60,000_ 
Gross rent 960,000 
Less; Admissible deductions 
Repair allowance (960,000 x 1/5) (192,000) 
Income from property ~ 768,000 
TY 2014 — 
Rental income (90,000 x 12) 
Add: Nonadjustable (600,000 / 10) l oo 
Gross rent 60,000 
——— 
Less: Admissible deductions 1,140,000 
Repair allowance (1,140,000 x 1/5) 
Income from property (228,000) 
TY 2015 SNNN 
Rental income 90,0 —212,000_ 
Add: Non-adjustable ee (90,000 x 7 + 120,000 x 5) 
Received from new tenant 1,230,000 
Less; Already taxed 
> InTY 2014 900,000 | 
>  InTY2)3 (600,000/ 10) 
(600,000/1 0) (60,000 ) 
Gross rent 
Less; Admissib] 80,000 
ek allowance deductions 280,000 /10 78,000 
neome from property (1,308,000 x 1/5) 1,308,000 


(261.600) 
1,046,400 
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Chapter 9: Income trom property 


A 


tinuing ftom above Example-|, as ee 
toot from property of TY 20152, in TY 2015 only Qasim left and no new tenant came. Calculate 


Rental income (90,000 x 7 
Add: Non-adjustable amount IS. 16 (2)] ) 630,000 


= ir allowance 630,000 
Less: Repai e (630,000 x 1/5) (126,000) 


504,000 


ptember, 2009 for a monthly rental of Rs. 35,000 due to his 
- 40,000/month, He also received Rs. 300,000 as non-adjustable 


Further the house was given on rent by Mr. A to Mr. S on 1 June, 2012 at a monthl 
" i y ly rental of 
Rs. 45,000/month. Mr. S gave Rs. 500,000 as non-adjustable amount which was partly used to make payment 


of Rs. 300,000 to Mr. H who vacated house on 31 May, 2012. 

wired: Calculate Income from Prope: for TY 2010, 2011 and 2012? 
Solution 
Tax Year 2010 


Rental income (40,000 x 10) 400,000 
Non-adjustable amount (300,000/10) 30,000 
Gross rent 430,000 
Less: Admissible deductions 

Repair allowance (430,000 x 1/5) (86,000) 
Income from property 344,000 
Tax Year 2011 

Rental income (40,000 x 12) 480,000 
Non-adjustable amount (300,000/10) 30,000 


Gross rent : ` 510,000 


Less: Admissible deductions 
i (510,000 x 1/5) 102,000) 
408,000 


| 


(40,000 x 11) + (45,000 x 1) 485,000 
Non-adjustable amount {(500,000 — 30,000 — 30,000)/10} 44,000 


Gross rent 529,000 
Less: Admissible deductions 
Repair allowance (529,000 x 1/5) (105,800) 


from property 423,200 


| 


| 


. 100,000. As per agreement Rs. 
Tented ly 1, 2013 at a monthly rent of Rs. 100, 

ahead ey ny 1, 2013 and will be fully adjusted a rent aruy aa mg 
r a i i d of each respective month. Calculate 
2013. Remaining payments of rent will be paid at the en 


ne for tax year 2014. 


nt TY 2014 ` (100,000 x12) Jepuan 
ible deductions 240,000 
e (1,200,000 x 1/5) CE 


0,000 because it will be taxed automatically in 3 months 


No separate treatment of Rs. 301 
part of monthly rental income. 
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Income of joint o 
te OF joint owners [Sec 66) i a 
al e 66] ir respective shares are de 
i oy paste ery) property is owned by two or more persons and thelr 
\ ascertainable — aud 

a a roperty: 
| An poe eres eae asseda ta por is ie ae ie year shall be taxabl 


| (b) The share of each person in the income from tl 

| x hands respectively and not as AOP. 

| (2) This section shall not apply in computing ine 
Note: Where any property chargeable under section 

in that property are not definite and ascertainable, 

association of persons (AOP) and taxable income and tax 

taxation for AOP. 


the property 
payable 


ome from property, then 


Exam Note: If AOP is earning both income from business m X 
property will be taxable in the hands of AOP and not the members. 
For examp Q.1 March 2010 in chapter 12. 


Example-1 A 3 
Mr. A and B are joint owners of a house and they have provided the following data: 


Profit sharing ratio amongst A and B 

Rental income earned from house for TY 2013 
Calculate tax liability for A and B? 
Solution-1 

Mr.A 

Income from property 

Tax liability — A 

Mr. B 

Income from property 

Tax liability - B 


(2,400,000 x 60%) 
70,000 + (240,000 x 15%) 


(2,400,000 x 40%) 
10,000 + (360,000 x 10%) 


(W-1) Income from property B 
Gross receipt j 3,000,000 
Less: Admissible deductions 
Repair allowance 


(3,000,000 x 1/5) 


Exampl 

i Qasim and Talha jointly o 
H let out at an annual renta 
H cleaning and security. 


wn a house in Lahore. Qasim has 75% share in the house. On 1 July 2015, the hou ; 
| value of Rs. 10 million. This amount includes Rs. 100,000 per month for 


H During the tax year 2016, the owners incurred the following expenditures in relation to the house: 
Rupees 


Utility bills paid to utility companies, security ch: i 
security guard and cleaning expenses paid to Jea TER ae 
Collection charges 


450,000 


Qasim and Talha have no other so fira 2 
eae urce cf income. All the above expenses were incurred by them jointly. 
Calculate taxable liability of Qasim and Talha for the tax year 2016; 


p” Income trom property 


ch 


Saat Li 
from Other Source ((W-2) 700,000 x 75%) 525,000 
5,006,250 


Income 
income from property (W-1) (B) 
le income 5,531,250 
Tax Payable to Govt. (Table 1) (620,000 + 30% x 1,531,250) 1,079,375 
income of Talha 
e from Other Source ((W-2) 700,000 x 25%) i 175,000 
e from property (W-1) (C) 1,668,750 
Taxable income 1,843,750 
| Tax Payable to Govt. P able 1) (70,000 + 15% x 643,750) 166,563 
j- m ` 
Gross Rent (10,000,000 — 100,000 x 12 8,800,000 
Less: Admissible deductions x2) 
allowance (8,800,000 x 1/5) é (1,760,000) 
Insurance premium (340,000) 
Collection charges lower of: 
. Actual charges 25,000 
{49% of chargeable rent (4% x 8,800,000) 352,000 (25,000) _ 
Rent chargeable under NTR (A) 6,675,000 
| Share of Qasim (6,675,000 (A) x 75%) (B) 5,006,250 
| Share of Talha (6,675,000 (A)x 25%) (© 1,668,750 
(W-2) Income from other source 
Rent charged for utilities and security 1,200,000 
| Less: Utilities and security expense (500,000) 
á 700,000 


ed from 


cifically exclude from Income from property and would be taxable under the head 


veciii at 
following rents are spe 
from other sources: 
Rent against lease of a building together with 
Rent for provision of amenities, utilities or am 
from sub-lease of land or 4 building 


plant and machinery. 


y other service connected with the renting of the building. 
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Cha neome irom Prvpe 


ICAP PAST. PAPER QUESTIONS 


«income from property’? 
r the head ‘inco prop À (Q.3(a)September ao 
2) 


Question-1 


What is chargeable to tax unde 


uestion-2 f income from property 
‘rent’ i context of income È 
rm ‘rent’ in the (Q.1(a)September me 


Describe the tel 
n-adjustable amount received from a tena 
ant 


ion-3 
Discuss the provisions of the Income Tax Ordinance, 2001 regarding no’ 
by the owner of a building. 


($ 
(Q.4 (b) March 2009) 


(02) 


Question-4 f 
(i) Explain the term 'Rent’ in context of ‘Income from property i ) 
(ii) Specify the head of income under which the following amounts would be chargeable to tax: 
= rent from sub lease of a building. : 
= amount included in rent for the provision of amenities, utilities and any other service connected with 
(02) 
(Q.4(a) March 2015) 


renting of the building. 


juestion-5 
Bashir and Jameel jointly own a house in Karachi. Bashir has 75% share in the house. On 1 September 20X3, 
the house was let out at an annual rental value of Rs. 6,500,000. This amount includes Rs. 186,000 per month 


for utilities, cleaning and security. 
wing expenditures in relation to the house: 


During the tax year 20X4, the owners incurred the follo 
Rupees 
Utilities, cleaning and securi 650,000 
Repair and maintenance 810,000 
mium J 240,000 
25,400 


Collection charges 
expenses were incurred by them jointly. 


Bashir and Jameel have no other source of income. All the above 
(10) 


Required: 
Calculate tax liability of Bashir and Jameel for the tax year 20X4. 
(Q.4 March 2014) 


estion: 
ABC Associates owns a building which is on rent. The following information is available: 
- Rent received from tenants 2,300,000 
- Depreciation on building under the Third Schedule to the Ordinance 400,000 
- Property Tax 5 100,000 
taxes (agreements with tenants provide that tenant should pay 
100,000 


-  Municipal/local government 
the municipal taxes) 


Rent received includes Rs.600,000 for three years commencing from July 01 of the current year. ABC Associate 


follow accrual basis of accounting and its income year is Jul; : 
C ly-June 20X8. 
Required: Compute the income from property of ABC Associates. (Q.4 September 2002) 
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Mr, Sohail, a Ca n ren oi plding in Clifton mon OË Karachi. On 110,2021. he rented out the 
pulding to Mr. oat the building, Following 200000. relent include Rs. 15,000 per month for arrangin; 
Re — guards 8. Following expenses Were incurred by Mr. Sohail on the building during the tax 
7% i Rs 

| Repairs and renovation 35,000 

| property tax 20,000 

| insurance i 10,000 
m Gl ald salary of 8.4000 per th i000 

4, Month to each of the tw, i buildi: 
Mr. Sohail f c © security guards at buil ing. 
à Under the provision o Income Tax Ordinance, 2001 iabili i 
Required: Of income for the tas Fear 2025 calculate the tax liability of Mr, Sohail mes 
(Q.4(a) December 2012) 

a, Fahim agreed to rent out a ho 


o ig expenses In respect of the above house; 
& property tax of Rs. 15,000. 


ent of interest Rs.200,000 to his friend against amount borrowed for renovation of the house, 
fe renin of Rs. 110,000. 


b. 
(3 
a Iper month for collection of Tent. 


er the provisions of the Income Tax Ordinance, 2001 compute the property income of Fahim for tax 


(07) 
(Q.4(b) March 2015) 


1,150,000 
50,000 
100,000 
20,000 
it to recover rent 50,000 
t who collects monthly rent 46,000 
ing 1% of market value of the property 200,000 
Xpenditure 50,000 
ome from Property for TY 20X8. 


(10) 
(Q.5 March 2003) 
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ee = > 


ues 
On 1 July 20X8, Zahid rented out his properties as follows: 
G) An apartment was rented to Abdul Qadir at a monthly rent of Rs. 40,000. Zahid received a Ton-adjustay) 
security deposit of Rs. 300,000 which was partly used to repay the non-adjustable security den, © 


amounting to Rs. 175,000 received from the previous tenant in July 20X3. He also spent Rs.20,000 04 
repairs of the apartment in February 20X9. s 
(ii) A bungalow was rented to a bank. Zahid and his younger brother are joint owners of the bung 
ratio of 60:40 respectively. The annual rent agreed with the bank was Rs. 6,000,000 which is inclusive of 
Rs. 100,000 per month for utilities, cleaning and security. Zahid paid Rs. 35,000 per month for Providing 
these services. à 
Required: 
Under the provisions of Income Tax Ordinance, 2001 compute total and taxable income of Zahid for the t 
20X9 under appropriate heads of income. 


alow in the 


aX year 
(07) 

(Q.3 (c) March 2019) 

uestion-11 

Yaqoot and Loha are joint owners (co-owners) of a bungalow which has been rented out for Rs. 70,000 per month 

Required: 

Disia the taxability of Yaqoot and Loha in respect of above income, in the light of Income Tax Ordinance, 2001 


(3) 


(Q.4 (b) March 2012) 
uestion-12 


Explain the term ‘Rent’ with relation to ‘Income from property’. (02) 


(Q.2 (a) September 2019) 
uestion-13 


Farhan and Imran jointly own a building in Quetta. The building has been rented out to a company. Discuss the tax 
treatment of income from such property. (02) 


(Q.3 (e) September 2019) 
Question-14 


On 1 July 2021 Farrukh borrowed Rs.8,000,000 from Star Bank Limited and acquired a plot of land in hub industrial 
zone of Rs. 6,500,000. He invested rest of the loan in a business venture with his friend. The above loan carries 
mark up at rate of 12% per annum and is repayable in eight equal quarterly installments starting fro, 01 July 2022. 
On 01 August 2021 Farrukh decided to sell plot of land to Zulfiqar Motors for Rs, 10,000,000 and receive deposit of 
Rs. 500,000 from them. On 15 August 2021 Farrukh forfeited the deposit on refusal of Zulfiqar Motors to purchase 
plot of land. 

On 01 September 2021 Farrukh let out the plot of land to his friend Atif at 
received un-adjustable deposit of Rs. 200,000 from Atif and paid 80, 
insurance premium against risk of damage or destruction by water lo; 
charges, Farrukh has paid Rs. 25,000 to a firm of valuer, 
Rs. 2,160,000. 

Required: 


Under the provisions of the Income Tax Ordinance, 2001 and Rules made thereunder, compute under the rel 
head of income, taxable income of Farrukh for tax year 2022, 


a monthly rent of Rs. 150,000. He 
,000 for levelling the ground, Rs. 62,000 % 
gging and Rs. 140,000 against rent Epliectioe 
which determined the annual rental value of plot of land a 


evant 
) 


(Q.4 September 2016) 
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ICAP PAST PAPER SOLUTIONS 


sss are chargeable to tax under the head income from property: 
Fo! amount received or receivable by the owner of land or a building as consideration for the use or 


1. occupation of, or the right to use or occupy, the land or building,[S.15(2)] 
Any forfeited deposit paid under a contract for the sale of land or a building. [S.15(2)] 
2 Where the owner of a building receives from a tenant an amount which is not adjustable against the rent, the 
3 eamed amount shall be treated as rent chargeable to tax under the head “Income from Property” in the tax 
year in which it was received and the following nine tax years in equal proportion.[S.16(1)] 


tg means “any amount received or receivable by the owner of land or a building as consideration for the use or 
occupation of, or the right to use or occupy, the land or building, and includes any forfeited deposit paid under a 
contract for the sale of land or a building.” [S,15(2)] 


Answer-3 


Section 16 


‘Rent’ means any amount received or receivable by the owner of land or a building as consideration for the use 
or occupation of, or the right to use or occupy, the land or building, and includes any forfeited deposit paid 
under a contract for the sale of land or a building, Where the owner of the building receives from a tenant an 
amount which is not adjustable against the rent payable by the tenant, the amount shall be treated as rent. 
ii The income given in the question would be chargeable as follows: 

* Rent from sub lease of a building shall be chargeable under the head “Income from Other Source” 

«a amount included in rent for the provision of amenities, utilities and any other service connected with 
renting of the building shall also be chargeable under the head “Income from Other Source” 


Angwer-§ 

Income from Other Source [S.15(3A)] ((W-2) 1,210,000 x 75%) 907,500 
Ko property (W-1) 1,934,950 
Taxable income — taxable under NTR 2,842,450 
Tax Payable to Govt. (Table 1) (250,000 + 20% x 442,450) 338,490 


Other Source [S.15(3A)] ((W-2) 1,210,000 x 25%) 302,500 
Property 644,984 


~ taxable under NTR 947,484 
(10,000 + 10% x 347,484) 44,748 


6,500,000 
e under the head Income from other source (186,000 x 12) (2,232,000) 
4,268,000 
to next year (4,268,000 x 2/12) (711,333) 
fable to tax [S.15(1)] 3,556,667 
le deductions 
(3,556,667 x 1/5) (711,333) 
(240,000) 


25,400 
(4% x 3,556,667) 142,267 25,400 


(A) 2,579,934 
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Share of Bashir 
Share of Jameel 


-2) Income from o so} 
Rent charged for utilities, 
Less: Utilities, 


Answer-6 
Rent Received 


Add: Municipal taxes paid by tenant 


Less: Amount relating to next years 
Gross rent chargeable to tax [S.15(1)] 
Less: Admissible deductions 

Repair allowance 

Property tax 

Municipal/local government taxes 
Income from Property 


Answer-7 


Income from Other source 
Amounting relating to security guard 
Less: Amount paid to security guard 
Income from Property 

Taxable income — taxable under NTR 
Tax Payable to Govt. (Table 1) 


W- m 
Annual gross receipt 


(2,579,934 (A) x 75%) 
(2,579,934 (A) x 25%) 


cleaning and security 
cleaning and security expense 


1S.15(1)] 
[S. 69] 
(600,000/3 x 2) 


(2,000,000 x 1/5) 


Mr, Sohail 


Taxable Income and tax thereon 


For TY 2022 
[S.15(3A)] 


(15,000 x 9) 
(4,000 x2 x 9) 
(W-1) 


(10,000 + 10% x 42,000) 


Less: Income chargeable under the head Income from other source 


Less: Receipt relating to next year 
Gross rent chargeable to tax [S.15(1)] 
Less: Admissible deductions 
Repair allowance 
Property tax ; 
Insurance premium 
Collection charges lower of: 

- Actual charges 


- 4% of chargeable rent 
Rent chargeable to tax 


(765,000 x 1/5) 


(4% x 765,000) 


(186,000 x 10) 


135,000 z 


(72,000) 


(15,000 x 12) 


( 1,020,000 x 3/12) 


3,000 
30,600 


pors Mr. Fahim 


Taxable Income and tax thereon 
For TY 20X5 


rent [S.15(1)] (180,000 x 11) 1,980,000 
ble amount received in TY 20X5 800,000 
Non.adjustable charged to tax: [S.16(3)] 
TY 20X1 (400,000/10) (40,000) 
TY 20X2 (400,000/10) (40,000) 
1Y20X3 (400,000/10) (40,000) 
1Y20X4 (400,000/10) 
(160,000) 
640,000 
Income of 20X5 (640,000/10) Ea 64,000 
Gross rent chargeable to tax [S.15(1)] 2,044,000 
Less: Admissible deductions 
Repair allowance (2,044,000 x 1/5) (408,800) 
Property tax (15,000) 
E e Lik on loan for renovation of house (200,000) 
(110,000) 
neo 
(5,000 x 11) 55,000 
- ERSA rent (4% x 2,044,000) 81,760 (55,000) 
Rent chargeable to tax 1,255,200 
Rs. 
[S.15(1)] . 1,150,000 
ren yi 50,000 
amount (100,000/10)  [S.16(1)] 10,000 
1,210,000 
ns ; $ 
(1/5 x 1,210,000) (242,000) 
authority [S.15A(1)(c)] (20,000) 
suit to recover rent [S.15A(1)(i)] (50,000) 
and other admin (Lower of:) 
46,000 
f 1,210,000 48,400 46,000 
n [S.1SA(1)(b)] Gonoon 
(50,000) 
602,000 


—_ 


Scanned with CamScanner 


Chapter 9: Income from property f 


Answer-10 SR 
Computation of Taxable income and Tax thereon 
a For the year 20X9 
Rupees 
Income from Property ORD a 
Riken ies (W-2) (3,840,000 x 60%) aa 
e 


Income from Property 
from other sources ‘ 
pe charged for providing amenities, utilities etc, _[(100,000 -35,000) x 12] x 60% 


2,705,009" 


468.000 
Taxable income — taxable under NTR — 2173.00" 
QW-1) Rent from apartment 
Monthly rent 480,000 
Non-adjustable Rent 300,000 
Less; Already taxed (In TY 20X4 - TY 20X8) (175,000/10) x 5 years 87,500) 
212,500/10 21,250 
x" 501,250 
Less: Admissible deductions 
Repair allowance 501 25 
Rent from apartment a A eae 
(W-2) Rent from banglow 
Annual rent 
Les Amis Sa [6,000,000 - (100,000 x 12)] 4,800,000 
air al 
pi owance (4,800,000 x 1/5) (960,000) 
: 3,840,000 
Answer-11 
Where any Property is owned by two or 
More persons an 
a = ee a not be assessed as an AOP in mee on definite and ascertainable - 
€ share of each person in the inco Koperty; 
Theremarsctively and not as AOP. [ggg] HY property for a tax year sha be taxable in their own hands 
retore, Yaqoot and Loha will pay tax se 
` 'paratel; 
However, ifthe shares are not definite and asce si oe cared by them 
$ ey will b j 6 
Answer-12 © assessed as an AOP in respect of income 
Same as Answer-2. 
nswer-13 
any Popery is owned by two or more 
on: i 
(b) The share oe 2 assessed as an on ead their rp Pective share, : 
respectively and p peron in the income from thet ofthe property; o definite and ascertainable 
However, ifthe ft tas AOP. [8.66 © property for a tax P 
™ respect of income ‘om build Year shall be taxable in their own hands 
Ing in Q 


Ha 
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Answer-l4 
Mr Farrukh 
Taxable Income 
; Tax year 2022 

Forfeited deposit [S.15(2)] 

Rental Income from land {S.15(2)] 

Higher of 

> Actual rent or (150,000 x 10) = 1,500,000 


> Fair market rent 3 (2,160,000/12 x 10)= 1,800,000 
Non-adjustable amount of 200,000 (not taxable in case of land given on rent) 


Gross 
Less: Admissible deductions 
Repair allowance (not allowed for land given on rent) 
Ground leveling charges 
Insurance Premium 
Collection charges and other admin (Lower of:) 
- Actual 
- 4% of2,300,000 
Paid to professional valuer 
Mark up on loan (6,500,000 x12% x10/12) 
Income from property 


140,000 
92,000 


500,000 
1,800,000 


2,300,000 


(62,000) 


(92,000) 


(650,000) 
1,496,000 
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PRACTICE QUESTIONS 


i 1.7.2021 he rented out ildi 
re in own: ing in Cli a of Karachi. On tern 

Question-t =—s building in Clifton are es 4 for ont build 

Mr, Sohal, à sident E 1,600,000. This amount include Rs. arkes =a sale on two ng 

x ay 5 F for the building, Following expenses were incurred by Mr. Sohail on the b 

securi! guards i V 


2022: 


35, 
Repairs and renovation i 
Property tax k k 
Rent collection charges 00 


70,000 
Salary of security guards 


iability of Mr. S 
Required: Under the provision of Income Tax Ordinance, 2001 calculate the tax liability 
appropriate heads of income for the tax year 2022. 


Answer-1 y 

Mr. Sohail 

Taxable Income and tax thereon 
For TY 2022 

Income from property (W-1) 1,106,000 
Income from Other source (W-2) k- 10,000 
Taxable income — taxable under NTR A 216, 
Tax Payable to Govt. (Table 1) 


(70,000 + 15% x 16,000) 
W-1) Income from 
Total gross Teceipt 
Less: Income chargeable und 


ible deductions 
Repair allowance 


1,420, 
era ( 000 x 1/5) 
Collection charges lower of: 
~ Actual charges 10 
- 4% of chargeable rent 9 1000 
Rent chargeable to tax ah 1,420,000) 


56,800 
{2Lncome ftom other source 
Amounting relating to Securit 


ty 
Less: Amount paid to security poe (15,000 x 12) 


1,600,000 
(15,000 x 12) ; 1 00) 


19; Incame trom Capital Gain 


Income CHAPTER 10 
F 
A ROM CAPITAL GAIN 


tal asset” means i 
E- Property of any kind held by a person, whether or not connected with » business, but 
‘stock-in-trade, consumable stores or raw materi 
fac als held for the purpose of business; 

any property for which a depreciation or amortisation deduction is allowed under the head Income from 
Business; or 
any movable property held for personal use by the person or his famil i 

A t ly dependent. However following 
assets held for personal use by the Person or his family dependent shall be considered as capital asset: 
A painting, sculpture, drawing or other work of art; 
jewellery; ` 
a rare manuscript, folio or book; 
a postage stamp or first day cover; 
a coin or medallion; or 
an antique. 


of capital assets: 


ny that does not fall under public company definition 
of member in partnership firm 
ill/Paten ‘Copyright 
sculpture, drawing or other work of art, jewellery, a rare manuscript, folio or book, a postage 
day cover, a coin or medallion; or an antique held for personal use. 

se categories are only prepared for better understanding of students. They should not use the 
word in paper. 

it of above mentioned categories 
Gain 


E Loss 
ategory 1 | *Gainisincome | Loss is allowed ag deduction 


* Gain is income Loss is not allowed as deduction 
empt asset | Gain is not an income Loss is not allowed as deduction 
| be multiplied by 75% if holding period is more than | year. 


le in the year in which it is earned and not the year in which it is received. It means if 
the shares in TY 2016 and receive cash in TY 2017, income will be taxed in TY 2016. 
exempt from tax 

fer of stock exchange membership right 
n on sale of shares of company setup i 


lofa capital asset shall be computed as follows:— 
A-B 


ation received on disposal of the asset; and 
asset. 
of a capital asset is more than l year, (other than shares of public companies including 
an Telecommunication Corporation, modaraba certificates or any instrument of 
defined in the Companies Act, 2017), the gain on the disposal shall be calculated as 
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(4) 


(4A) 


> 


i iture — 

Cost [Component B in subsection (2)], shall not include any expendi 
(a) which is deducted under another head of income; or forh busitiess (1/s 21), 
b) which is not allowed as deduction under the head income fron m purchase of Rs 5. Asr kv% 
Ali purchased shares costing Rs. 40 and also paid bearer yg Fits Gilg covertiinent « Ga 

. 120, Commission paid on sale amount . sip es 
eee eect ae ee repair expense of Rs. 14 to earn income under the head Income from Other 
Source. Calculate gain/loss on disposal? 


Consideration = A = 120 
B=40+5+2=47 


Gaii - 
Gain = 120 -47 =73 


Where the capital asset becomes the property of the person- y i 
(a) under a gift from a relative (as defined in sub-section (5) of section 85), bequest or will; 
(b) by succession, inheritance or devolution; 

(c) on distribution of as: 
(d) on distribution of as 
the fair market value of 
the asset. 


- 10,000, 
Umer sold Jewellery for Rs, 15,000 after 


two months. Calculate gain/loss. 
Cost = B = 12,000 
Consideration = A = 15,000 
Gain=A-B 
Gain = (15,000 


Question’ 


How cost o Capital asset is ‘etermined in y; Ci 
f tal t is det d arious cases? 
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Amount of gain ʻ 
in does not exceed Rs. 5 million 


gain exceeds Rs. 10 million but does not exceed Rs. 15 million 
Where the gain exceeds Rs. 15 million 


‘Mr. Umaid has disposed of an immovable Property after holding it for a period of 2.5 years. It was 
purchased for Rs. 100,000 on 1 September 2016 and is sold for Rs. 150,000. Calculate tax payable? 


Solution 
Gain 
| Tax liabilit 


(150,000 — 100,000) x 1/2 = 25,000 
25,000 x 3.5% = 875 


of losses in computing the amount chargeable under the head “Capital Gains” [Sec. 38] 

For calculating “Capital Gain” for a tax year, a deduction shall be allowed for any loss on the disposal of a 
capital asset. 

Loss will not be allowed as deduction where gain on the disposal of asset is not chargeable to tax. 

‘The loss on the disposal shall be calculated as per following formula:— 

A-B 


is the cost of the asset; and 
is the consideration received on disposal of the asset. 
[Component A in subsection (3)], shall not include any expenditure — 

ich is deducted under another head of income; or 
h is not allowed as deduction under the head income from business (u/s 21). 
‘shall be recognized on the disposal of the following capital assets, namely:— 
sculpture, drawing or other work of art; 


manuscript, folio or book; 
ge stamp or first day cover; 
or medallion; or 
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300,000 


490,000 
900,000 
7,390,000 


all be chargeable t0 
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Em Units of mutual fund also fall under the definition of securities. 

2. For definition of public company refer the chapter of definitions. 

ponus shares” , 

jncludes bonus units in a unit trust. 

Derivative Products 

“Derivative products" means a financial product which derives its value from underlying security, may be 
led on stock exchange and includes deliverable future contracts. 

For the purpose of this section, “debt securities” means— 

GA) a) Corporate Debt Securities such as Term Finance Certificates (TFCs), Sukuk Certificated (Sharia 

Compliant Bonds), Registered Bonds, Commercial Papers, Participation Term Certificated 

(PTCs) and all kinds of debt instruments issued by any Pakistani or foreign company registered in 

_ Pakistan; and 
b) Government Debt Securities such as Treasury Bills (T-Bills), Federal Investment Bonds (PIBs), 

Foreign Currency Bonds, Government Papers, Municipal Bonds, Infrastructure Bonds and 
all kinds of debt instruments issued by Federal Government, Provincial Governments. 

ge) For the purpose of this section, “shares of public company” shall be considered as security if such company 
js a public company at the time of disposal of such shares. 

O Gain on securities shall be treated as a separate block of income. K> 

6 Loss on disposal of securities in current year shall be setoff only against the gain from any other securities. 
Loss that has not been set off in current year can be carried forward to the subsequent 3 tax years from the 
tax year in which loss was first computed. However, loss can be adjusted only against the gain from 
disposal of securities. 


| Example 
Mr. Ayaz sold the shares of following listed companies in TY 2020: 
e Company A ata gain of Rs. 10,000 
e Company B at a loss of Rs.12,000 
Required: Calculate the taxable income of Mr. Ayaz. 
Calculation of Taxable income 


Description Amount 
Rs.) 

Gain on disposals of shares of company A 10,000 
Loss on disposals of shares of company B (12,000) 
2,000 


= Loss on disposal of securities can be carried forward under Income Tax Ordinance, 2001 for 


Rates of tax for securities 


TY 2022 


Securities acquired | Securities acquired 
before 01.07.2016 after 01.07.2016 
| ae te RIOR 


period of a security is 24 months or more 
acquired on or after 1.7.2013 
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Question-2 osed off the following assets in TY 2022: Cost Sar 


Mr, Ibtisam has disp Ee] Date of sale i 
Shares of AB Private Company 1.1.2014 3132022 30,000 10 > ; 
f GE unlisted ee 15.10.2021 60,000 s% 
Stores of R listed company 18.7.2016 25.10.2021 35,000 53000 
Shares of P listed company aoe fR: ‘1,000,000 during the year. "00 
He has also informed you that he has earned income from business of Rs. 1,49%» z 
Calculate his tax liability? | 
Answer-2 a | 
Income from business 900,000 
Income from capital gain 
- AB Private Company (900,000 — 300,000) x 75% Bato, P | 
- GE unlisted Company (10,000 — 30,000) —— (20,000) 430,000 
Income from capital gain — Securities (W-1) a 5,000) 
Total income 1,435,000 | 
Less: Gain on securities — taxable separately —  (5,000)| 
Taxable income — taxable under NTR 1,430,000 | 
Tax liability on taxable income under NTR (70,000 + 230,000 x 15%) 104,500 
Add: Tax liability on securities (W-1) (5,000 x 12.5%) 625 
Total tax liability A 
(W-1) Tax on securities —— 
ired on or after 1.7.16 
poe (75,000 — 60,000) 15.000 
Ra (25,000 — 35,000) (10,000) 
FIFO or weighted average 5,000 | 


Gain on security shall be computed on the basis of First in Fi 
irst in First out 
If shares are sold on same day, average method will apply. “besa 
£ ital lo: ad tment disallowe le 1 
apital loss adjustment shall issible i i 
2 ij not be admissible in the following cases, namely 
If an investor sustains loss on dis i 
c posal of a sec i , 
Same security, thus maintaining his portfolio, Soe eine period he ar his velated — a ciases hc 
„Cross i 
Where coordinated reshuffle of securiti 
brokerage houses) is undertake: naa ne related accounts i 
A i of slat 
Ta ^ to artificially realize capital losses en oo. (or between two related 
In this case investor who realized loss — i 


Security in same sector. Thr oss does not repurchase the s; j a 
risk return profile ough this he has eliminated tax liability, security. In this case he chooses another similar 


and has also maintained the portfolio at the same 
adv; i 
Every investor other tha i İvi 
of each quarter and wil ona shall e-file 8 “7 
ill pay the tax, tatement of advance tax on capital gain withi se 
Nae gain within 21 days after the 
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ga 10; Income trom Capital Gain p a 
are schemes [Sec. 14(4 
ares are issued to an employee as a result of employee share scheme, the cost of the shares to the employee 


ere sh 
ipallbe the sum of ~ f 
(a the consideration, K any, given by the employee for the shares; 
the consideration, if any, given by the employee for the t > i i i E 
i the amount chargeable to tax under the head “Salary” jie PAEA iene aa 
n-3 (Salary Income and Capital Gain Income) j 
im i: king as a CFO in Ammar (Pvt.) L i 
Mr. Asim is Wor À .) Ltd. He has purchased a right on February 1, 2007 to purchase 
700 shares of company by paying Rs. 2,800 as cost against right, Exercising the rights he purchased the shares 


on May 1, 2007 by paying Rs. 43 per share, All shares were sold by him on April 1, 2011,Details of market price 


r share: 
FMV/ share 

April 1, 2011 

Calculate income for relevant years under relevant heads? 
TY 2007 (Salary Income) 
Fair market value on the date of transfer of shares (700 x 75) 52,500 
Less: Cost paid for shares (700 x 43) (30,100) 
Less: cost paid for right (2,800) 
Salary Income 19,600 
TY 2011 (Capital Gain Income) 
Sale Proceeds from disposal of shares (700 x 90) 63,000 
Less: Cost of shares (W) (700 x 75) 
Gain on disposal 
Chargeable Capital Gain (10,500x75%; 


Total Cost per share 


Ltd for Rs. 600,000 which she had acquired on 1 


in Sun Electric (Pvt) 
for Rs. 150,000. She had the option to dispose of 


‘Question-4 f 
On | April 2014 Rabia Sold 15,000 shares 1 
ployee share scheme 


July 2010 from her ex-employer under an em] 
the shares on or after 1 July 2012. 

The fair values of the shares were as below: 

= Rs. 20 per share on | July 2010 

ts seen on 1 July 2012 

= . 45 per share on 1 April 2014 
Compute Ms, Rabia’s taxable Fome for Tax Year 2014. 


Disposal of shares in Sun Electric (Pvt) Ltd 
ion received (higher of) 675,000 
«hier 
A of ; 
Less: Cost of shares (15,000 x 45) 
= Consideration given by employee for shares 
= Amount charged under head Salary (W-1) ; (450,000) 
225,000 


— (225,000 x 75%) a _168,750 
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(W-1) Income from Salary — TY 2013 


450.00, | 
FMV at 1.07.12 (30 x 15,000) 009 
at 1.07. 

Less: Cost of shares 


US0,95) 
300,009 
Question-5 


r an employee share 
Ms. Faiza had received 50,000 shares in SP (Pvt) Ltd on 1 January 2008 unde: 


scheme at Rs, ip 
per share against a fair val 


ue of Rs. 30 per share, She had the option to transfer the shares on or after 1 


d all of the shares on 1 
January 2009 on which date the fair value was Rs.40 per share, However, she sol 
April 2012 at Rs. 50 per share, VER Dai tive years? 
Copi her Taxable Income under the head “Salary” and “Capital Gain” in respective y 
Answer-5 Rs, R 
Income From Salary- Tax Year 2009 2,000 a 
Fair Market Value of. shares on 1.1.2009 (50,000 x 40) ‘an A 0 
Less: Consideration given (50,000 x 10) — 20,000) 
1,500,000 
— 0 
Income from Capital gain — Tay Year 2012 
Consideration received (50,000 x 50) 
Less: Cost of shares 


Price paid at the time 


2,500,000 
Amount Chargeable 


of exercise of option (50,000.x 10) 500,000 | 
(as above) 1,500,000 (2,000,000) 


500,000 
(500,000 x 75%) 


re scheme of Securities 
2003), Sale rise nts employee si 

by making Payment of £5 per share Th 

rate was £] = Rg 1 


Tom, 2730 June 2004 he 4 
Compute È 


in Securities 


ple for Rs.2,000 000. 
and “Capital Gain” f E oan 

home Fro m Salary- TY 2003 Or respective years, 

8: Consider, ae 5 on 1.1.2003 (1,000 x 15 1 5 Rs. Rs. 

Pa (1,000 x 5 x 109) 1,500,000 
s X y ? 
Income from Ca ital 
Consideration receives all> TY 2004 1,000,000 
Cost of Shares 
ii ion pi 

Amount Charran at exer 


2,000,000 


(1,500,000 


375,000 
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ICAP PAST PAPER QUESTIONS 


Que, which assets are not considered capital assets for the purpose of determining income under the head Capital 


Discuss 
Gains. (5) 
(Q.4 (b) March 2005) 
question-2 7 
Explain the term “Capital Assets” as referred to in th i 
(a) 3 TETA n the Income Tax Ordinance, 2001. (5 
( i Mr. Shahbaz, a resident individual, earned Rs. 850,000 from the sale of assets as shown below: , 
[ Purchase Sale Gain/ (loss) 
Price Price 
Date 
d Rupees Date Rupees Rupees 
Shares of an unlisted company 15/07/08 500,000 | 30/11/09 900,000 | _ 400,000 | 
15/05/08 750,000 20/12/09 1,400,000 650,000 | 
Sculpture = 01/07/05 400,000 31/01/10 | 300,000 100,000 
Shares of a (Pvt.) Limited Co. 01/01/09 1,300,000 15/02/10 | __1,200, 000 100,000. 
Required: een 
Discuss the treatment and the implications of each of the above transactions under the Income Tax Ordinance, 2001, 
giving brief reasons to support your conclusion. (4) 
(Q.6 March 2010) 


Question-3 

Mr. Feroz has been the CEO of Aziz Foods Pakistan Limited (AFPL) for several years. He was given 2000 shares 
on 1 June 2009 by Aziz AG, Germany (the parent company of AFPL) at a price of €2.5 per share. The market price 
‘on that date was €8.2 per share. The shares were transferable on completion of one year of service, from the date of 


issue of shares. 
The market price of the shares as on 1 June 2010 was €12.5 per share, On 10 April 2011, Mr. Feroz sold all shares at 
€13 per share. He paid a commission of €50 to the brokerage house. 


The relevant exchange rates are as follows: 


€l =Rs. 118.10 
€1 = Rs. 121.40 
€l = Rs. 123.90 


Required: 
Compute the amount to be included in the taxable income of Mr. Feroz for tax years 2009, 2010 and 2011 and 
specify the head of income under which the income would be classified. D 
(Q.5 September 2011) 
In May 2012, Hameeda sold certain personal assets at the following prices: 
Rupees 
Plot in DHA Karachi 10,000,000 
chal 2,000,000 
pee 5,000,000 
Additional oration 
om her father in January 2011. It was purchased by her father 


o Plot in DHA Karachi was inherited by her from her fë 
(i) for Rs. 4,000,000 and market value at the time of inheritance was Rs. 5,000,000. 
Paintings were inherited from her mother in July 2011. These paintings were purchased by her mother for 


Rs. 1,000,000 and market value at the time of inheritance was Rs. 2,350,000. 
d to her by her husband in March 2009. 


Kurdele costing Rs. 3,000,000 was purchased and gifte 
78 he taxability of Hameeda in respect of the above gains/ losses on sale of assets in the context of Income 
Ordinance, 2001. (6) 
(Q.5(a) September 2012) 
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J Explain the term ‘Capital asset’ as referred to in the Income Tax ceed gaa Recs 4) 
Ha Gular is a Pakistani resident and operates various businesses. He disposed of the wing assets during 
tax year 2018: f 3 g 
A Fe immovable property was sold for Rs, 50 million. The cost of ne a property Was 
Rs.25 million, Tax depreciation of Rs. 4 million had been allowed on the immovable Property up 
to the tax year 2017, 3 a: 2) 
Gi) A car was disposed of for Rs.1.2 million. The car was acquired pi ee l e The tax Written 
down value of the car at the beginning of tax year 2018 was SP a m aa 9 era being 
used partly (70%) for business purposes. The rate of depreciation for tax hee F 20%, Q) 
(iii) An antique sculpture was purchased for Rs, 350,000 on 30 Augus A Was Sold for 
Rs.1,500,000 on 28 February 2018 through auction, The auctioneer pepada commission of 
Rs.150,000. Tax was deducted and paid by Gulzar from the amount of commission within due 
date. (2) 

(iv) Listed securities were sold as follows: 

Date of Purchase Purchase cost Date of sale Sale proceeds 
20 November 2017 500,000 | 17 March 2018 
05 August 2017 320,000 | 08 June 2018 
01 June 2016 650,000 | 17 June 2018 700,000 
Required: 


Compute the amount of capital gain/loss arising on the above transactions under the Provisions of the Income Tax 
Ordinance, 2001 


Question-6 


Zaman is working as the Chief Ex, 
purchase relatin 


(a) 


(b) 


(3) 


(Q.3 September 2013) 


ecutive Officer in Yasir Limited (YL), Following are the details of sale and 
g to his capital assets during the tax year 2014, 


Scheme, 25,000 shares 


0 November 2013 
Rs. 61 per share on 30 June 2014 


He sold 24,000 shares of HQ (Pvt.) Limited 
He had acquired these shares as follows: BPM for BEPC per an 


= 6,000 shares 


an Industri Timi ZIL), a public 
be cee S Were acquired on 31 Jan 2014, as 
on 23 BUDO) Baran had purchased this 
i 2,000,000 on 10 July 2011 A 
5,000 me 2014. The furniture was purchased in 
incom 
pi eer Zaman for the tax Year 2014 and specify the head o! 


(10) 
(Q.3 September 2014) 
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do you Repeat seb) wie terms “Security” and “Derivative products’ as provided in the Income Tax 

ance, 2001 and Rules made thereunder? (03) 
under the provisions of the Income Tax Ordinance, 2001 compute taxable gain or loss, under the correct head of 
ie me, in each of the following cases. Also identify, giving reasons, whether the company is a public or private 


What 
@ jn 
d 
My for tax purposes: ; i 
(j Ashiq has 5,000 shares in Rumi (Pyt,) Limited (RPL). 52% of the shares of RPL are held by Delta Plc- 

which is owned by the British Government, Ashiq inherited these shares from his father on 1 January 
2021. His father had purchased these shares on 31 May 2019 at a price of Rs.250 per share. The market 
value of these shares at the time of inheritance was Rs.300 per share. o 
On 30 June 2022 Ashiq sold 2,500 shares in RPL at a price of Rs. 325 per share when the break-up 


yalue of RPL was Rs. 350 per share. (04) 

(i) What would be your answer in (i) above, if 40% of the shares of RPL were held by the Provincial , 
Goyernment, 48% by the British Government and 12% by individual investors. (03) 
(Q.4 September 2015) 


et pushased a house in 20X1 for Rs. 20 million. 

On | July 20X6, Najam entered into an agreement with Zameer for sale of the house for Rs. 25 million. As per the 
of the agreement, Najam received Rs. 5 million on the day the contract was signed and balance amount was to 

be paid on 30 September 20X6. However, due to financial difficulties, Zameer failed to pay the balance amount on 

the due date and consequently, Najam forfeited the advance in accordance with the terms of the agreement. 

On 15 February 20X7 Najam sold the house to Farid for Rs. 30 million. 


Required: hs 
Advise Najam about the taxability of the above transaction under the Income Tax Ordinance, 2001. (04) 
(Q.3 (b) March 2017) 


Question-9 

Saleha is a resident person. She disposed of the following assets during the tax year 20X7. 

(i) A painting which she inherited from her father was sold for Rs. 1,250,000. The market value of the painting 
at the time of inheritance was Rs. 1,550,000. The painting was purchased by her father for 


Rs. 1,000,000. (02) 
(i) She sold jewellery for Rs. 2,300,000 which was purchased by her husband in March 20X5 for Rs. 1,300,000 
and gifted to her on the same date. (02) 


| (i) She disposed of her car for Rs. 1,800,000. The car was being used for the purposes of her business. The tax 
written down value of the car at the beginning of tax year 20X7 was Rs. 1,600,000, The rate of. depreciation 


for tax purposes is 20%. (02) 
M) On 20 October 20X6 she sold a dining table to Faheem for Rs. 18,000 which she had purchased on 
15 May 20X5 for Rs. 15,000 for her personal use. (02) 


the provisions of the Income Tax Ordinance, 2001, discuss the taxability of each of the above i i 
z A a > transactions in 
te context of capital gain/loss. 
(Q.2 (b) March 2017) 


d a painting to his brother on 10 April 2017 for Rs. 2,000,000. Zaheer had purchased this pai ti i 
än auction on 14 August 2013 for Rs. 1,800,000. pav PoE ayn hie 


5 athe Income Tax Ordinance, 2001 compute taxable income or loss, under the correct head of 
j (02) 


(Q.3 (b) September 201 7) 


his personal vehicles during the current year and earned 
a rofit of Rs. : 
earned by Haris in the context of capital gain/oss. p Rs. 550,000, Discuss > 2) 


2 
(Q.3 (b) September 201 9) 
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ICAP PAST PAPER SOLUTIONS 


Answer-1 
Assets listed in Sec. 37(5) 


Answer-2 
a) S. 37(5) 
b; N 
) i) It is a taxable gain, However, since Mr. Shahbaz held the shares for more than one year, only 75% 
of gain is taxable. 
ii) It is a taxable gain, However, since he held the jewellery for more than one year, only 75% of gain 
is taxable. y 
iii) Loss from sales of sculpture is not allowed to be recognized. 
iv) It is a taxable loss and it can be set off against capital gains only. 
Keeping in view the above explanation following is the taxable income; 2 
Ttem Description [Calculation | Gain/(loss) “i 
Shares of an unlisted compan: 400,000 x 75% 300,000 
650,000 x 75% 487,500 


(100,000) 
687,500 


Shares of a (Pvt.) Itd. Company 
Taxable Income 


Answer-3 


2009 

Where shares issued to an employee under an employee share scheme are subject to a restriction on the transfer of 
the shares no amount shall be chargeable to tax to the employee under the head “Salary” until the employee has a 
free right to transfer the shares. So nothing is chargeable to tax in TY 2009 [S.14@)]. 
TY 2010 

Where shares issued to an employee under an employee share scheme are Subject to a restriction on the transfer of © 
the shares the amount chargeable to tax to the employee shall be the fair market value of the shares at the time the © 
employee has a free right to transfer the shares or as reduced by any consideration given by the employee for the 
shares. The amount chargeable to tax is calculated as below: 

| 


Rs. | 
3,035,000 | 


Fair market value of the shares at the time the employee has a 
free right to transfer the shares 


Less: Consideration given by the employee for the shares 
A 


(12.5 x 2,000 x 121.40) 


2.5 x 2,000 x 118.10 


0,500) 
mount chargeable under the head sala 6? 500 | 
= OOOO E 


. The gain arising on disposal is chargeable under the head 
For determining cost we will add up following: [8.14(4)] SA ay 
e the consideration, if any, given by the employee for the shares: 
e the amount chargeable to tax under the head “Salary” i 


Consideration received Rs. 
Less: Cost of shares (13 x 2,000 x 123.90) 3,221,400 
Less: Commission to brokerage house (590,500 + 2,444,500) ,035,000) 
Gain (50 x 123.90) 195). 


Amount chargeable under the head capital gain 
(180,205 x 75%) 


OE Eee 
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— Diagrammatic presentation for above Question 
CH. 10 Past Paper Q3 
E 
pet MV ee te FY 2000 30:6-10 ry2011 306-11 
1-10 104-1 
a Restriction released Shares Sold 
P IFS IFCG 
purchased = 000) — 
shares FMV Share Ta Consideration received (000) 
With resiriction (2000 cures a (ITS a RAMA 3095 (2,000 x (13 x Rs. 123,90) 3.2214 
a Leus: Cost af share Less: Cost 
Dads SaR NE 4300.3) a Cost of share (590.5) 
irs us b Cost of right (0) 
= e IFS (2444.5) 
Less: Commission (50 x 123.90} (6.195) 
180.205 
— 
D Taxable (180.205 x 75%) 135.154 _- 


i) The plot was acquired as a result of inheritance from father, The cost of the plot will be considered as the fair 

value on the date of transfer i.e. Rs. 5,000,000. The plot was sold for Rs. 10,000,000 at a gain of 

Rs.5,000,000. As the holding period of immoveable property excee: exceed two years, 

3/4 of gain will be chargeable to tax. It is chargeable as separate block of income. 

ii) Loss on sale of painting (2,000,000 — 2,350,000) Rs. (350,000) will not be allowed as deduction[S.38(5)]Market 

Value of the painting at the time of inheritance i.e. Rs. 2,350,000 will be taken the cost of the asset while 
calculating gain/loss on sale. Loss arising on painting will not be recognized, 

iii) Gain on sale of jewellery (5,000,000 — 3,000,000) Rs. 2,000,000 x 75% = Rs. 1,500,000 will be chargeable to 

-tax as the holding period of. jewellery is more than one year. Cost of Rs, 3,000,000 will be assumed to be the 

market value of jewellery. 


ds one year but does not 


_ As depreciable assets are specifically excluded from definition of capital asset, so no capital gain loss 


assets are specifically excluded from definition of capital asset, so no capital gain loss 


1,500,000 


Purchase price 

Commission paid 15 5 oaan 
000,000 

750,000 


(100,000) 
280,000 
180,000 


(400,000 — 500,000) 
(600,000 — 320,000) 


50,000 
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Answer-6 Ae é 

Amount to be included in taxable income is Rs. 3,660,000 which is calculated as below: 

Income from salary 

Shares on which restriction is released 1,375,000 

Fair market value (55 x 25,000) 625,000 a 

Less: Cost of shares (25 x 25,000) ie 9,000 

Income from capital gain 57,50 

Gain on 18,000 shares{(18,000 x 200) - (18,000 x 55)] x 75% EEN A 

Gain on 6,000 shares [(6,000 x 200) - (6,000 x 41 :25)] is x 0,000 

Gain on securities — Zeeshan Industries Limited 5 00,000 

Total income :960,000 

Less: Gain on securities — taxable separately 300,000) 
3,660,000 

- Loss arising on sale of 


painting is not allowed as deduction, therefore it is not included jn taxable 
income .[$.38(5)] 


Personal furniture is not a capital asset as per the definition of capital asset, therefore it is ignored. [| 


Answer-7 
(a) 
Security 


Security means share of a public company, voucher 
Certificate, an inst 


rument of Redeemable Capital debt 


$.37(5)] 


of Pakistan Telecommunication Corporation; 


Modaraba 
securities, units of exchange traded fund and 


derivative 
Shares of public comp: 


any shall be considered as security if such company is a public company at t 

disposal of such shares, 3 
Derivative products 
“Derivative products" mi 
stock exchange and inc} 
(b) 
(i) As more than 50% shares of RPL are held b 

Government so, as per S.47 RPL is a public com 


eans a financial product which derives its value from underlying Security, may be traded on 
udes deliverable future contracts, 


y a foreign company which is owne: 


d by the British 
pany and fall under the defi 


nition of securities, 


a al of securities 

Cor eceived (2,500 x 350 
Less: Cost of shares (2,500 x 300 
Gain on securities 


Note: Consideration as Per section 77 js higher of actual sale 


125,000 


Proceeds or break-up value, 
(ii) In this case Provincial 


public company and its 


Government and Britis} 
gain is taxable under 


h Government both own less 


than 50% shares so it is not a 
the head capital gain, 


Answer-8 


Any forfeited di 


eposit paid under a 
‘Therefore Rs. 5 million received js es 


(750,000) 
125,000 


ntract for the sale of | 


and or a building fi ition of rent 
‘argeable under the head income from titel igs Bailes the definition 


Pools <9 a 
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5 e proceeds from disposal of house 
Gain on disposal of immoveable property (house) amounting to Rs. 10 million (30 mill — 20 mill) falls under the 


head ET gain. As the holding period of house (immovable property) is more than 4 years so gain is not taxable. 
[5316 


swer-9 SN Rr 
Personal painting falls under the definition of capital asset. Its cost will be the market value at the time of 


1 eit 

0 inheritance. Loss on sale of painting amounting to Rs. 300,000 (1,250,000 — 1,550,000) will not be allowed as 
deduction. [S.38(5)]. Further the cost to father of Rs. 1,000,000 will be ignored while calculating the gain in the 
hands of Ms. Saleha. 

(ii) Personal jewellery falls under the definition of capital asset. Its cost will be the market value at the time of gift. 
Gain on sale of jewellery amounting to Rs. 1,000,000 (2,300,000 — 1,300,000) is chargeable to tax under the 
head capital gain however it will be restricted to 75% as the holding period of capital asset is more than one 


yea, r 
ji) As depreciable assets are specifically excluded from definition of capital asset, so no capital gain loss will arise. 


(i ži 
(iv) Dining table is a personal moveable asset that does not fall under the definition of capital asset. Thus gain or 
loss on disposal of dining table will not be recorded. 


Answer-10 ‘ 
Income from capital gain (Gain on disposal of painting) 
Rs. 


Consideration received 2,000,000 
Less: Cost (1,800,000) 
Gain 200,000 

150,000 


Gain restricted to 75% as holding period is more than | year 


Answer-L1 
Under the 1T0,2001 any movable property held for personal use is excluded from the definition of capital assets. 
Therefore, income from sale of personal vehicles is not taxable under any head of income. 


OOOO 
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INCOME FROM OTHER 
SOURCES 


1. Income from other sources (IFOS) [Sec. 39] 

2. Deductions in computing income chargeable under the head “Income from Other Sources” [Sec. 
40] 

3. Tax on profit on debt (interest income) [Sec. 7B] 


41: Income from Other Sources 


CHAPTER 11 


INCOME FROM OTHER SOURCES 


other sources (IFOS) [Sec. 39] 
of every kind received by a person in a tax year, if it is not included in any other head (other than 
cempt from tax), shall be chargeable to tax under the head “Income from Other Sources”, including: 

lowing is the criteria for classifying an income under the head IFOS. 

aast be income as per definition of income. 

Itis not chargeable under any other head 

Jt is not exempt from tax. 

lt not fall under final tax regime. 


n source income dividend received by an individual is already covered under section 5 as FTR 
tn) income. 
if dividend received is foreign source income it is chargeable under the head “Income a 


o 


on debt falls under final tax in case of all persons except com 


ent on delayed refund under any tax law. 


3s payment of Rs. 8 million therefore he filed a refund application. Tax authorities agreed to make 
However the refund was delayed by tax authorities and consequently Mr. Anjum received Rs. 8.4 
(it includes Rs. 0.4 million as additional payment on delayed refund). 


4 million that is paid in excess of Rs. 8 million will be treated as “additional payment on delayed 


nd ‘and is chargeable under the head “Income from Other Source”. 


ny is in search of land for construction of its office premises. Mr. Aslam has approached 
pany to provide a piece of land owned by him in an urban area, As per the terms of contract it 
en decided that the company will not purchase the land rather it will construct the office on the 
ed by Mr. Aslam and will pay monthly rentals for it. The amount received by Mr. Aslam 

ed as “ground rent” chargeable under the head IFOS. 
eee ero that ront received ftom on open PEREA TA 


eno being a nF land or a building is chargeable under head IFP. If the above 
ing is given on sub-lease, than amount received by the tenant will be chargeable under the 


Asif has let-out a shop on September 1, 2010 owned by him to Mr, Bilal. The shop 
} rooms and for each room a monthly rental of Rs. 15,000 is agreed. On December 1, 
d to give one of the rooms to Mr. Amir against a monthly rent of Rs. 20,000. 
income of Mr. Asif and Mr. Bilal or tax year 2011 under the relevant heads, 


(15,000/month x 2 reoms x 10 month) 300,C00 


(20,000/month x | room x 7 months) 140,000 
(15,000/month x 1 room x 7 months) (105,000) 
35,000 


Chapter 11: Income from Other Sources 


f. income from the lease of any building together with plant or machinery: 
Example 
Mr. Amir has rented out his shoe factory alongwith plant and machinery to Mr. Babar against a 
rental of Rs. 30,000 per month. The whole rental received by Mr. Amir will fall under the head 
from Other Source. 
fa. _ income from provision of amenities, 
Already covered in section 15 (3A). 
connected with renting of building will 
g. _any annuity or pension; 
Pension received by an emp 
However; pension schemes are 
pension is received from a person other that 
h. any prize bond, or winnings from a raffle, 
promotion of sale or cross-word puzzle; 
i. any amount received for the provision, 
explore natural resources; 
Example Mr. Ahsan is the owner of a farm in outskirts of Baluchistan. A team of gem stone experts | 
approaches him and makes him aware of the fact that there may be a possibility of treasure underneath his 
farm. Mr. Ahsan has no necessary knowledge and investment to explore the treasure, he permitted the 
experts to exploit the property against consideration of Rs. 125,000 per month. This amount will be treated 
as “Income from other sources” for Mr. Ahsan. | 
j. _the fair market value of benefit received for provision, use or exploitation of property; : 
Example Assume in the above example Mr. Ahsan allowed to use the property against 20% share of gold 
extracted. He received his share of gold on May 15, 20X0 on which date the fair market value of his share 
[was Rs. 500,000. The amount will be chargeable under the head “Income from other sources”. 


k. any amount received by a person as consideration for vacating the possession of a building (or part 


thereof), reduced by any amount paid by the person to acquire possession of building (or part thereof) 
shall be chargeable under the head “Income from Other Sources” in the tax year in which it was received 


and the following 9 tax years in equal proportion; also 39(2)] 


Example 
Mr. A has shop in Shah Alam Market. He vacated the possession of property in TY 2010 and received 
Rs,.600,000 from Mr. B to whom property is handed over. Earlier in TY 2005, Mr. A had paid Rs. 200,000 
when Mr. S handed over property to him. Calculate income of Mr. A chargeable to tax for TY 2010. 
Answer 
Rs. 40,000 {(600,000-200,000)/10} is chargeable to tax under the head 
I. any amount received from Approved Income Payment Plan or Annuity Plan under 
Pension System Rules, 2005; and 
la. any amount or fair market value of any property received without consideration or received as gift 
However, if gift is received from relatives (as defined in Chapter 5), it will not be included in income from 


other source. 


Monthly 
Income 


utilities or any other service connected with renting of building. — 
Only portion of ‘rent related to amenities, utilities, and Fa 
be charged to tax under the head IFOS. a 


Ea 
loyee from its employer is chargeable under the head income from ee 
not necessarily due to relationship of employer and employee i ary 

n an employer then this will fall under the head IFOS) the 
lottery prize on winning a quiz, prize offered by companies for 


use or exploitation of property, including the grant of a right to 


“Income from Other Sources”. ay 
Voluntary 


Mr. Kamran received following gifts on 01 Sept 10; 
- Jewelry from friend (Fair value) 250,000 
- A painting from sister (Fair value) 300,000 
He sold both on 31 March 11 for Rs.290,000 and Rs,310,000 respectively 
Required: Calculate Taxable income for TY 2011. 5 
$0 lution 2 7 F 
ne y 1S 
- Gift from friend 250,000 


- Gift from sister [S.39(1a)] 
Income fri ital gai 

- Disposal of. Jewelry (290,000 — 250,000) 

- Disposal of painting (310,000 — 300,000) 


Taxable income 
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Income from ther Sources 


sub-section (4), any amount received as: 
a for issuance of shares or 


on in a tax year from another person (not being a banking company or financial institution) 
i cheque drawn on a bank or 


channel from a person holding a National Tax Number 
ted as “Income from Other Sources” 


for the tax year in which it was received. 


Ifa person is not holding NTN 


He should make the payment to anyone through 
following mode: 


~ Cross cheque 


d following amounts which are examples of Income from Other Source: 
received from grandmother in cash. 


received from uncle (not having NTN) through online transfer. 
Gif ed from mother in cash. 


received the following amounts: 
. 20,000 is received in cash from a student (not having a NTN). 

25,000 is received from teacher A (having NTN) in cash. 

28,000 is received from teacher B (having NTN) through cross cheque. 
30,000 is received from a student (not having NTN) through online transfer. 


(Rs.) 
20,000 
25,000 
30,000 
75,000 


ly has issued shares. The shareholders have made the full payment in cash. 
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Chapter 11: Income from Other Sources 


supply of services. 
(4) Sub-section (3) shall not apply to an advance for the sale of goods or supply 


Contracts are of three types: for sale of AC, furniture ete.) 
ample contract for : ; 
1. Contract fre a ws Bore eee Gor example contract for law vices = ut Service, 
A Cues for sate oreca and rendering of services (for EERS B contract in Which you being 
: o i i e! Ra 
; seller will create map and will also provide construction ma a 
Analysis 
First 2 contracts ; ivi be made by bu 
In first 2 contracts if the seller is receiving save te payment can y 
of payment (means payment can also be made in cash) 
ird contrac ing of services the buyer should make pay 
If the contract relates to sale of goods and ee ne e on oier oun 
modes mentioned in S. 39(3) otherwise it will be trea 
seller. 
(4A) Where- ‘ f ; s y 7 x 
(a) any interest on investment in National Savings Deposit Certificates (including Defence Savings 
Certificate) is paid to a person in arrears; and 
(b) as a result the person is charged at higher rate of tax than was ay 
person in the tax year to which it relates, - 
the person may, by notice in writing to the Commissioner, elect for the profit to be 
applicable if the interest was paid to the person in the tax year to which it relates. 
Currently it is not operational because it is already covered under section 151 (a). 
(4B) An election as above shall be made by the due date for furnishing the person’s return for the tax year in 
which it was received, The Commissioner may allow an extension, 


(5) This section shall not apply to any income that is chargeable under any other head of income or 
final tax regime. 


s) 


yer through Any mog 
) e 


Ment th; 
in the har 


Tough |) 
nds of 


pplicable if the profit was Paid to the 


taxed at the rate that was 


falls under 


Deductions in computing income chargeable under the head “Income from Other Sou 


Admissible deductions 


a) In computing the income under the head 


rees” [Sec. 40] 


“Income from Other Sources”. 


l » a deduction shall be allowed for any! 
iture is paid in deriving i 


income. However no deduction will be 


ing any profit on debt shall be allowed a deducti 
Zakat and Ushr Ordinance, ion for at 
(3) i 


reciation (as per S. 


educ 22) of plant, machinery ilding F 
(b) An initial allowance (as per S. 23) for any Dinter on or buildin a 
ction: 
pense which is allowed as deduction i i 
: which are not allowea ae another head will 4gain not be allowed under this head 


bita, 
also not be allowed as deduction under the hi oe 


issil 
(4) Anye: 
(5) e c; 


“tae head income from business (as per S. 21) wi 
ead Income from Other Source. business (as pı 


Capital expenditure 
Income from business 8 Repair, Sala : e.g (Purchase of fixed asset) 
income from oth 


Depreciation allowed amy 
Depreciation not allowed [Sec.40( 
an record depreciation as per tax rules 
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j Chapter 11: Income from Other Sources 
D 


qaxon profit on debt (interest income) [Sec, 7B] 

D A tax shall be imposed, at 15%, on every individual and AOP who receives profit on debt from a prescribed 
person (e.g. from bank, Government or National saving scheme). 
The tax shall be computed by applying the rate of tax to the gross amount of profit on debt. 

a This section shall not apply to a profit on debt that: 5 

8 a) is exempt from tax, f 
b exceeds Rs. 5 million, 

with-holding agent shall deduct tax on gross amount @ 15%, [ Refer Q.2 in practice Questions Below] 


profit oñ debt exceeds Rs. 5 million (for individual or AOP) it would be taxable under normal tax regime under 
the head income from other source, 


qf interest is earned through loan agreement then is taxable under NTR in case of all persons (individual, AOP, 
Company) under the head income from other source, 


m e on behbood saving certificates/pensioners benefit account is taxable under NTR with maximum tax 


Note: For companies’ profit on debt falls under NTR chargeable under income from other source. k 
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Chapter 11; Income from Other Sources 


ICAP PAST PAPER QUESTIONS 


ion-1 i ugree to the outgoir 
has a got possession of a shop on 21.07.2004 by paying R M PAR 2 A aad ge 
26.05.2005 he vacated the possession of the said shop and pea e: T% ai 
possession. What will be tax treatment of this amount in his income for 


Question-2 $ 
nce which head of income, following amounts of rent would be ae to tax: 
(i) Rent in respect of lease of a building together with plant and machinery. ia Pea te an 
(ii) Amount included in the rent of a building for the provision of amenities, ui i 

connected with the renting of such building. 


(Q.1 (c 
Question-3 d J A 
Mr. Anil is constructing his house and for the purpose of meeting construction expenses, he in 
personal loan of Rs.500,000 from Mr. Kamran who is in the business of money lending. He has be 
of his friends that such a loan may be included in his taxable income, under certain circumstance: 


You are required to advise Mr. Anil about the ‘circumstances under which the loan may be include 
income. 


(Q.2 
Question-4 S 

Respond to the following situation, under the provisions of the Income Tax Ordinance, 2001: 
During the tax year 2020, Sadiq received a flat as gift from his friend, Mumtaz Alvi. The flat 


area of Lahore and its fair market value at the time of gift was Rs, 4.5 million. Discuss the tax 
received by Sadiq. 


(Q.4(ii) Sı 


(Q.4 


apter 11; Income from Other Sources 
ICAP PAST PAPER SOLUTIONS 
EE TATER SOLUTIONS 


Ags ount received by a person as consideration for vacating the possession of a building or part thereof, reduced 

Any nat paid by the person to acquire possession of such building or part thereof shall be chargeable to 

hei the head “Income from Other Sources” in the tax year in which it was received and the following nine tax 

s equal proportion. [S.39(k)] 

efre Rs. 55,000 (650,000 — 100,000)/10] is chargeable to tax in TY 2005 under the head “Income from Other 
a 


pamer ame from Other Sources 
5 Income from Other Sources 

er-3 

Any amount received as a loan, advance, deposit for issuance of shares or gift by a person in a tax year from another 
person (not being a banking company or financial institution) otherwise than by a crossed cheque drawn on a bank 
or through a banking channel from a person holding a National Tax Number shall be treated as income chargeable to 
tax under the head “Income from Other Sources” for the tax year in which it was received. [S.39(3)] 

Therefore it is advised Mr. Anil should obtain loan within the above mentioned bounds otherwise it will be treated 
as income in the hands of Mr, Anil chargeable under the head “Income from Other Sources”. 


According to Income Tax Ordinance 2001, any amount or fair market value of any property received without 
consideration or received as gift will be includèd in Income from Other Sources of the person who received the 
amount or property. However, if gift is received from relatives it will not be included in income from other source. 
18391) (1a) 

As the gift is received by Sadiq from his friend, exemption will not be available, Therefore, Rs, 4.5 mill 


ion, being 
the fair market value of property, will be included in Income from Other Sources of Sadiq. 


Scanned with CamScanner 


Chapter 11: Income from Other Sources j 
PRACTICE QUESTIONS 
Question-1 


porone goua you with following information for year ended TY 2016: 

. SER i Lage as advance Gin cash) for the designing and construction of home of Mr Anju 

n das hired a of goods (i.e, material) and rendering of services (preparation of map). Jum. The 
“Sates Sat as on rent for which he pays Rs 15,000 per month starting from 1 August 2015 

| (Sots et to Mr Furgan on 28 February 2016 for Rs. 20,000 per month. £ 
aaar factory in inheritance from his father in TY 2006. In TY 2016 he leased the factory with the 

is inery at annual rental Rs 1,200,000. The tax depreciation on machinery is Rs 20,000. pl 

. e owned some property in Chitral .He was informed by Natural Resource department that there are t 

Sap and gold underneath his property. He made an agreement with them that he will charge Rs 100.00 h: 
10% shares of gold and copper extracted in TY 2016 as consideration for providing the property. The fair O0 4 
of resources extracted is Rs. 2,500,000. poe 

5. Mr. Furqan paid Mr Fawad a cash Rs. 50,000 as advance for purchase of some goods. 

6. He has an office in Islamabad. He paid Rs 150,000 for getting its possession on | June 2012. Ms. Shaumail 
approached him and paid him Rs 250,000 for vacating that property on 1 January 2016. Si 

7.) ate received Loan from Cadbury bank of Rs 400,000 in cash at start of year, 

8. Onhis birthday, his friend sent him cash gift of Rs. 25,000. His friend does not have NTN 

9. He was in need of an urgent money at the end of year. For this purpose he obtained a loan of Rs. 100,000 
through online transfer from his friend. His friend does not hold NTN. 

Required: 

Calculate Mr Fawad taxable income and 


“The 


ant 


give reasons for inclusion and exclusion of items for TY 2016. 


Question-2 
For the purpose of this question, assume that the date today is 31 August 2020. 


Shahid is engaged in the business of manufacturing and supplying of auto parts. Following is t 
or loss statement for the tax year 2020: 
Rs, in ‘000° 


C 
ermee a | 2075 


Cost of goods sold 


2,030) 
Profit before tax y 

Financial charges include profit on debt of Rs. 450,000 earned on fixed deposit account maintained with a bank: 

bank withheld income tax and Zakat amounting to Rs. 45,000 and Rs, 93,750 respectively. 


he extract of his profit 


The 


Required: 
Under the provisions of the Income Tax Ordinance, 2001 and Rules made thereunder, compute total income, taxable 
income and net tax payable by or refundable to Shahid for the tax year 2020. 

a 
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PRACTICE QUESTIONS SOLUTION 
Mr. Fawad 


Taxable Income and Tax Thereon 
Tax Year 2016 


ther source Bee 
wre advance received from Mr. Anjum [S.39(3)] 100,000 
pent Received [S.39(1)(e)] (4 x 20,000) 80,000 
pess: Rent paid [S.40(1)] (4 x 15,000) (60,000) 
iat Š 20,000 
pent fom lease of building together with plant and machinery [S.39(1)(f)] 1,200,000 
ress Depreciation on machinery [(S.40(3)] (20,000) 
_ 1,180,000 
Exploitation of property [S.39(1)()] (100,000 + 2,500,000 x 350,000 
10%) ; i ; 
Amount received for vacating possession of building (250,000 — 150,000)/10 [S.39(1)(kK)] 10,000 
Gif from friend [S.39(3)] 25,000 
Loan from friend {S.39(3)] 100,000 
Taxable Income 1,785,000 


Notes: 
T. As the cash advance of Rs. 100,000 relates to both sale of goods and rendering of services, it is chargeable to 


tax as per S .39(3). 
2, Rent received from sub lease of land or building is chargeable to tax under the head Income from Other Source 


and any expenditure incurred for it is allowed as deduction. 
3. Income from the lease of any building together with machinery is chargeable under the head IFOS and a 

deduction is allowed under this head for depreciation of plant and machinery. 
allowing use of property is chargeable 


4, The amount received in cash and fair value of benefit received from 


under the head Income from other source. 
5, Any cash advance received for sale of goods is not chargeable to tax as per S. 39(4). 
possession of building reduced by. any 


6 Any amount received by the person as a consideration for vacating the 
amount paid by person to acquire possession of that building is chargeable under the head IFOS in the tax year 


in which it was received and following 9 tax years in equal proportion. 
ble to tax but loan received from financial institution is an 


1. Any amount received in cash as loan is chargea 
exception to this rule, therefore this amount in not chargeable to tax. 
4 Irrespective of the fact that friend holds NTN or not cash gift is taxable as IFOS. 
4. A person not holing NTN can advance a loan to another person through cross cheque only, otherwise it will be 
as income from other source in the hands of recipient. As the loan is provided through online 
transfer, therefore it will be considered as income from other source. 


i 
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ASSOCIATION OF PERSONS 


PrAIDAKNEWHe 


Principles of taxation of associations of persons [Sec. 92(1)] 

An individual as a member of an association of persons.[Sec. 88] 
Limitations on set off and carry forward of losses [Sec. 59A] 
Miscellaneous provisions relating to tax credits [Sec. 65] 
Transfers of assets [Section 90] 

Change in constitution of an AOP [Sec. 98A] 

Discontinuance of business or dissolution of an AOP [Sec. 98B] 
Succession to business otherwise than on death [Section 98C] 


Scanned with CamScanner 


CHAPTER 12 
ASSOCIATION OF PERSONS 


es of taxation of associations of persons [Sec. 92(1)] 


principles ion of persons shall be liabi 
pa ae id tax, the amount a = a ine pay tax separately from the members and where the association of 
persons has Fae” ved by a member out of the income of the association shall be exempt from 
tax > 
pf at least | a aad x oa AOP is a company, the share of company shall be excluded from total income of 
the AOP and the company shall pay tax separately at rate applicable to the companies. x 


int venture 
‘A joint venture is also considered as AOP and its taxation is simi 
in constitution xation is similar as of AOP. 
Where there is change in constitution of AOP for example admission, retirement 
ratio takes place, the profit will be divided to the partners on time basis. 


2 
or change in profit sharing 


Y nsibility for filing return 
Itis with members on the date firm is required to file return. 
4 ibility for depositing tax in case of dissolution or discontinuance of business 
recovered from 


Ttcan be recovered from any person who was member at time of dissolution etc. It can also be 
legal heirs in case of a deceased individual. 

5, Trea of loss in case of change of ownershi 
If more than 50% of ownership of AOP changes in a tax year, 
deduction if the AOP continues the same business. 


the loss before change will be allowed as 


An individual as a member of an association of persons.-[Sec. 88] 
If for a tax year, an individual has taxable income and derives share of profit from AOP, the amount of tax on 


the taxable income of the individual shall be computed as follows: 
(A/B) x C 

where — 

A is the amount of tax payable by the individual if amount derived from AOP as a share is chargeable to tax; 

B is the taxable income of the individual if the amount derived from AOP as a share is chargeable to tax; and 


C is the individual’s actual taxable income for the year. 
As per FBR clarification the income to be added for rate purpose is before tax. 


ile calculating divisible income 


taxable income as well as income 
d in the taxable income of members for rate p 


under FTR and separate block, its income from FTR 
urposes. Example of FTR Income 


ide: 
Where an AOP has normal 
and separate block shall not be adde 
camed by AOP is Dividend Income. 


Limitations on set off and carry forward of losses [Sec. 59A] 
f AOP shall be set off or carried forward against the income of 


(3) Incase of association of persons, any loss 0 
4 the association. 
(4)(@) A member of an AOP cannot setoff (or carry forw: 


ard) the loss of AOP against his income. 


n neous provisions =<:ating to tax credits and members of AOP [Sec. 65] 
) Where the person entitled to a tax credit is a member of an association of persons the following shall apply: 
64shall be the tax payable by the individual if exempt 


(a) component A of the formula in section 61l- 
we hargeable; and 
shall be the taxable income of the individual for the year 


amount were chargeable; 
(b) component B of the formula in section 61-64 
(4), (5) ere cl able. 
A Where the person is a member of an AOP, any excess © 
‘availing this beneft the member and the association sl 
with the association’s return of income. 
Tax credit allowed from section 61-63 shall not be refunded, carried forward to a subsequent tax year, or 


‘eared back to a preceding tax year. 


redit for a tax year may be claimed by AOP. For 
hould agree in writing and agreement must be 
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on of Persons 


imes property is transfe; 
n 90] However, sometimes prop Ted fop 


payable-by person who 
ri relevant provis: kz 
to another person but 

e of transferor. 


Transfers of assets [Sectio] 
Tax on property is generally } 
tax avoidance. To avoid such practice, 
(1) Where property Is transferred 
(from property) will be the incom 
2) Revocable transfer 
If transfer is revocable (cancellable), eoe oe 
- it is irrevoeable (non-cancellable) duri 5 = 
- — transferor derives no (direct or indirect) 
then it will be income of transferee. 


A ect, ee epee to his spouse or minor child (other than a married daughter) or 1, 
If property is trans: 


i i income of transf, 

i ild, property income will be in eror, 
another person for benefit of spouse or minor child, property income Wi” Z% mume ol transferor 
However, in case transfer is: ‘ 

i or 

(a) for adequate consideration o = 

(b) in connection with an agreement to live apart 
then it will be income of transferee. 

(4) Transfer using funds of transferee tir A 

If Ray is acquired by transferee with funds (money) of transferor, it will not be considered as transfer 
made for adequate consideration. The transfer will also not be accepted if there is no evidence of 
registration (or mutation). 


owns property. HO’ 
ions are as follows: 


et remains the property of transferor, rental income 
Si 


ome will be the income of the transferor. However, jp. 
lifetime of the transferee and 
fit from income 


Change in constitution of an AOP [Sec. 98A] 

Where a change occurs in the constitution of a firm (for example admission or retirement) during a tax year, the 
firm’s income is apportioned between the partners on time basis, 5 

The responsibility for filing return in this case i 


1 s with persons who are partners of firm on date it is required to file 
its tax return. 


Discontinuance of business or dissolution of an AOP [Sec. 98B] 
Where an AOP dissolves or discontinues its business, it’s tax is recoverabl 


= $ eon : e from an; i 
the firm at time of dissolution/discontinuance, Tax can also be recovered fir TESTOR php was a apren in 


‘om legal heirs of the deceased partner. 


Succession to business otherwise than o; 
(1) Ifa person carryin; on any busines: 
referred as “predecessor” and “ 
Successor continues the 


(a) the predecessor shall pay 


Pay tax for the tax year u 


(b) the successor shall 
ay tax for that 
(2) be Predecessor cannot be found, the tax will be = a a 
; p e date of succession and for pı i wel ` 
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Chapter 12: Association of Persons 
Q NS 
ICAP PAST PAPER THEORY UESTIO 


Question-1 p 3 sation of Person’? 
Describe the principles of taxation for an ‘Association (2.6 imie K 


es of the Income Tax Ordinance 2001 regarding the principles of taxation of Association of 


Persons. (Q.9 September 2005) | 


Question-3 4 P A A . i 
Briefly discuss the provisions of Income Tax Ordinance, 2001 in respect of the following situation. Farhan received 


Rs. 960,000 as his share of profit from AOP, during the tax year 2014. He also earns income from other Sources, (05 
(Q.2 (a) September 2014) 
Question-4 
(a) Under the provisions of the Income Tax Ordinance, 2001 state the rules relating to residential Status of 
se of Person (AOP). Also explain the taxability of income of AOP, in the hands of the firm 
members, 


(b) State the rules relating to set-off and carry-forward of losses of AOP and its members. 


an 
and its 
(05) 
(02) 
(Q.5 March 2015) 
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JŽ: Association of Persons 


I ST PAPER THEORY 10 


` has anr erep from the members of the association and where the 
hhii ivi a rpa 5 
income of the association shall be exempt from tax. ssa the association in the capacity as member 


ey pr ot soba 2 Sead loss of such association shall be set off or carried forward and set off only 


the amount of tax on 


an individual has taxable income and derives share of profit from AOP, 
namely:~ [S.88] 


ofthe individual shall be computed in accordance with the following formula, 
(A/B) x C 
of tax that would be assessed to the individual if the amount derived from AOP as a share is 


ple to tax; 
‘taxable income of the individual if the amount derived from AOP as a share is chargeable to tax; and 


individual's actual taxable income for the year. 


n will use the above formula for calculating tax. The share from AOP will be exempt in the hands 
P has paid the tax, however it will only be added for rate purpose. 


of AOP|Sec. 84] 
persons shall be a resident association of persons for a tax year if the control and management of 
‘association is situated wholly or partly in Pakistan at any time in the year. 

OP in hands of firm J 


= s shall be liable to pay tax separately from the members. 


D the amount received by a member out of the income of the 


i has taxable income and derives share of profit from AOP, the amount of tax on 


ted as follows: 


of tax payable by the individual if amount derived from AOP as a share is chargeable to tax; 
‘income of the individual if the amount derived from AOP as a share is chargeable to tax; and 
l's actual taxable income for the year. 

ofan AOP is a company, the share of company shall be excluded from total income of 
shall pay tax separately at rate applicable to the companies. 
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of persons (BAR) and share profits and losses in the ran, 


trading consumer electronics and has two independe, io of 
rmation has been extracted from BAR’s profit and Ing 
s 


uestion -3 J fan association 
: members of al x 
See BAR i engaged in the business of 


:3:2 respectively. ! ess 0 
sha, each in Tehran and Dubai. id info} 
account for the year ended 31 December 2015: 


fit before taxation 


Additional information: 

Cost of sales includes: 

(i) Closing stock which has been valued at net realizable value of Rs. 1,820,000. The 
under absorption costing was Rs. 1,950,000. 

(ii) Provision of Rs. 75,000 against slow moving stores and spares. 

(iii) Freight charges of Rs. 260,000, These were paid in cash to Momin Goods Transport for transporting 


cost of Closing Stock 


to customers in Multan. soa 
Administrative and selling expenses include: 
(i) Commission of Rs. 290,000 paid to Bagir, annual performance award of Rs, 310. 000 pai 
7 sl . 5 aid to Rahi ¢ 
Rs.455,000 paid t imited in fing i th ae 
eae ‘pinata Bank Limited in final settlement of a loan obtained by Asad for the Construction of 


oe woe | 
(ii) Provision for bad debts of Rs. 735, P provisi bad | 
amounted to Rs. 1,100,000 and Rs. 1,435,000 respectively, p 


(iii) Sales promotion expenses of Rs. 275, 
(iv) Rs, 86,000 paid to an institut 

‘sate Pi itution operated by Federal Government for the training of industrial workers in 
Further information: 
For the year ended 3] December 2015 Dubai branch made a 


Required: Profit and loss account 

Under the Provisions of the Iı J 

H Tr payi able by BAR and Een REE, Rules made thereunder, compute the taxable income, 
PEREN is same, , if any, for tax year 2016. Assume tax and accounting 


(12) 


al, they borrow 


ut to a compan: 
i À, » Cleani y at annual re 3 5 „ount 0! 
administering the R the tax aning and security, For p Mt of Rs. 4,500,000 inclusive of an amount ° 


year 20X7 they also paid Reece these services Dawood and Dewan P A 
sew ~ 900 as collection charges and Rs. 230.000 
come Of Dawood and D; 


ew; 
an under aPpropriste heads of j 


Tar ncome for the tax year 20X7. (08) i 
dÀ ° oenn (Q.3 (a) March 20 
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cha er 12: Association of Persons 


os Ali and Zain are partners of a resident firm in Pakistan, under the name and style MAZ Enterprises 
o) (MAZE) which is engaged in selling auto spare parts. All partners have equal share of profits and losses in the 


firm. 
Following information has been extracted from accounting records of MAZE for the tax year 2021: 
Rs. in '000 


Sales 140,400 
Cost of goods sold (91,260) _| 
‘| Gtoss profit 
Administrative and selling expenses y (21,430) 
15,740 


Financial charges 


Other income 
Profit before tax 


Additional information: . 
(i) The above accounts have been prepared on cash basis and stock-in-trade has been valued on the prime- 


cost method. However, the partners want to change the method of accounting from cash basis to accrual 
pasis. In this respect, following information has been gathered: 


~--Rs, in '000-—- 


5,200 
8,800 


Stock-in-trade using prime-cost method 
Stock-in-trade using absorption-cost method 


uly 2020 amounting to 
Rs. 2,110,000. The cost includes payment of custom duty of Rs. 90,000 and income tax of Rs. 1 10,000 to 
the Collector of Customs. 


ü Cost of goods sold includes cost of used machinery imported from China on 31 Ji 


(iii) Administrative and selling expenses include: 

e payment of Rs, 380,000 to a local hotel for holding annual eid-milan party for the employees, key 

customers and their families. 

e payment of a fixed monthly remuneration of Rs. 150,000 to each partner. 
payment of Rs, 180,000 for purchase of accounting software on 1 January 2021. The software is 
expected to be used for ten years. 
- Required: p 
the provisions of Income Tax Ordinance, 2001 and Rules made thereunder, compute the total income, 
income and tax payable by MAZE using accrual basis of accounting. 
Show all the relevant exemptions, exclusions and disallowances. 


es the share of income from MAZE, Zain has received the following amounts from his employment with 
Pakistan Limited (HPL) during the tax year 2021: 


A monthly salary of Rs. 200,000. 
Reimbursement of Rs. 350,000 for actual cost of medical services for him and his dependents, 
from an insurance company, under the health insurance policy. 


: ae purchased a car from HPL for Rs. 110,800. The market value of this car on 31 March 


income, taxable income and tax liability of Zain for the tax year 2021. (07) 
(Q.1 March 2019) 


Chapter 12: Associ 


iation of persons (AOP) and share its profit and loss in th tatio 
an associatio} 


Sate Kamran and Rehan are members of for the tax year 2020: 
f 2:2:1 respectively. 3 d its members for é j 
Sie information is available with regard to AOP an f Rs. 2,000,000 after making following payment ty its 


ation of Persons | 


d a profit before tax © 


(i) During the year, AOP eame! 
ek Farhan Kamran Rehan l 
aann2ueana a RU EES- 
1,000,000 800,000 600,000 | 
=a ton capital "i 500,000 400,000 300,000 | 
interes! } 
x 3 5 A jetor from which he earned Rs. 800,000. Kamran is a 
(i) Kamran is running a business as a sole proprietor During the year, the other AOP incurred : 


i of profit or loss is 60%. 
an poly ir am Sse iene) Rs. 150,000 on account of income tax. 
Rehan received net dividend of Rs. 102,000 from a listed company after deduction of withholding tax @ 
15%, a 
(iv) Farhan has no other source of income. 


(iii) 


Required: 
Under the provisions of the Income Tax Ordinance, 2001 compute taxable income and tax liabilit Be 
of its members for the tax year 2020, p aa ed an 


(Q.2 March 2020) 


Libas & Co. is an association of persons 


loss in the ratio of 1:1:2 a (AOP) with three members, Saba, Junaid and Akram, sharing profit and 


Details of p 


urchase 


Price per 
shares 


No. of 
shares 


Other ing 
6 Ormation related to Saba; 


i E the year, she 
G) g » She eamed R, 
aba received Rs, » 2900, 4 
Required; 100,000 as profi on dehy 8 as a free} 


(Q.2 Sep. 2020) 


ek 
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ociation of Persons — 


798,000 
iness- 
W-1) Income from business- AOP > 
Sa profit [s.21G)] | 3.00 
Add: Inadmissible expenses [5 210) 55,000 
Salary to Tariq [8.21m] 15,000 
N S RAin classified as expense p n oe 
y 5,000 
Provision for bad debt [S. 6,009 
Tax paid 7 
Leg expense (S.214)] l 8,009] 
Commission to Tariq [S.21G)] „3:000 
Peno 34,000 
Accounting depreciation 198,000 
ed separately [250.009 
Less: Dividend Income to be taxed separately 000 x 25%) 4,500 
Initial allowance on plant and machinery (1000 = 4,500) x 15% x 50% 1,013 
Depreciation on plant and machinery qs, 3 R 
Tax depreciation ANS 
Income from business 475 
-n 
(W-2) 
Taxation of Members 
Divisible Income 
Taxable Income of AOP 725,475 
Share of profit 
Tari Hamid Total 
ea oa 45,000 55,000 100,000 
16,000 - 16,000 
Premi al 
Profit share 2,500 2,500 5,000 
Total 302,238 302,237 604,475 
365,738 359,737 7 
Answer-2 
heme 
Income from pro} wo) Tx 
Income/ (loss) from business (Waa) 
Taxable income — taxable underntR D 1,560,000 
oi (402,500) 
Tax liability on income under NTR (10 1,157,500 
1000 + $57,500 x 10%) — 
65,750 
300,000 
300,000 
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AN 


623,000. 
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Personal loan paid of — Asad [S.21G)] as 
Provision for doubtful debt (8.29(1)] 953309 
Sales promotion expenses not paid through business bank agcount [S.21(1)] 735,009 

f workers (allowed because of govt. institute) [S.27(b)] 275,009 


Training expense o0! 
Less: Bad debt ((W) 400,000 - 285,000) [N-1] [8.290] Mek 5 
Income from business — Pakistan source 213 
£ 213.009 


(W-2) Income from business — foreign source 
1,500,099 


Foreign Source - Income from business (Dubai) 
Less: Foreign Source - Income. from business (Tehran) {s.104(2)] (1,800.6 1 
Income from business — foreign source a 
Note:1 As loan to supplier is not previously included in income, therefore it is not allowed as deducti 
{S.290)@)I- on 
(w) 
Provision for doubtful debt 
Bad debt (bal.) 400,000 | b/d 1,100,000 
Provision for the year 3 5 000 
eld 1,435,000 
Answer-4 
Income of Dawood 
Income from Other Source 
Cash Loan [8.393] 
(480,000 (W-2) x 65%) 


From utilities, cleaning & security[S.39(1)(fa)] 


(2,136,000 (W-1) x 65%) __ 1,388,400 | 
4,700,400 


Income from property 
Taxable income — taxable under NTR 
| Income of Dewan 


| ncome from Other Source 
| From utilities, cleaning & security [S.39(1)(fa)] 


(2,736,000 (W-1) x 35%) 


Property income 
Taxable income — taxable under NTR 


(480,000 (W-2) x 35%) 168,000 


957,600 


_(W-1) Income from pro] Dawi De! 
Annua] receipt 
Less: Income chargeable under the head Income from oth 
Rent chargeable to tax SUE ENERO IE) { 600,000 
Less; Repair allowance (1/5 x 3,600,000) ce 0 000) 
ie jeunes on loan k Goon oop x 20%) (600,000) 
s: Administration and collection chi . 4 0; 
Lower of: arges of property: (144,000) 
- 4% x 3,600,000 = 144,000 
- 240,000 (230,000 + 10,000) 
Income from property 


(W-2) Income from other source of Dawood & Dewan 
Rent charged for utilities, cleanin; il 
EEEE ues, g and security 
Less: Utilities, cleaning and security expense toe i 
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Zain 4 
4 Taxable Income & Tax Thereo 
For TY 2021 ae 


; 2,400 
Income from sali (200,000 x 12) 39 
: a € Clause 139] x 
Basic salary 3 ` ming as per terms) [! 
Reimbursement of medical services ne ip s (s.130 D] — 
ferret xi 2,5 
om W-1) —1,142_ 
( 9,68] 


; Share of profit from AOP for rate purpose t 
ts 1,765 


j for rate purpose 
Bee” ae (1,345,000 + 1,681,000 x 2570) 463 
ax 
Tax liability on actual taxable income 1,165. x 2,539 
i 9,681 
-1) Share of Profit ~ i 
‘oles Mustafa =A Zain Total 
l A 1,800 1,800 l, 5,400 
Salary (150 x 12) 7 5,342 16,026 
Profit Share (16,026 x 1/3) ar ae —— 
2 21,426 
(W-2) Divisible Income 
Income of AOP 21,426 
Answer-6 
AOP Farhan, Kamran & Rehan 
Computation of taxable income & tax liability 
For the tax year 2020 
Profit before tax Bei 
Add: Inadmissible deductions r 
Salary: R 
sA [S. 21()] 
Kamran 1,000 
Rehan 800 
Interest on capital: s 
Syf capi [S. 216) 600 
Kamran 5 
Rehan ae 
Taxable income 300 
Tax liability 5,600 
[620,000 + 30% of 1,600,000} ah 
Farhan 
Income and tax thereon 
Taxable Income For the TY 2020 
Add: Share of profit from At 
x OP for 
Taxable income for rate purpose Tate Purpose [S.88] l . 0 
Tax liability 2,300 
Tax liabili 2.3 
iability on actual taxable income i — 2,300 


= ae 
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| Kamran 
Income and tax thereon 


For the TY 2020 


fom business 

wor income 3 AOP (W-2 

Takare of income from our ( ) [S.88] 
add: = loss from another AOP (Not allowed to be set off) 
share jncome for rate purpose 
‘ruable [250,000 + 20% x 400,000] 

ibility iS A 330 
me abili Cn 800) 
A Rehan 
‘ Income and tax thereon 

j For the TY 2020 
tao fot from AOP for rate Purpose [S.88] 

“able income for rate purpose 


lity on actual taxable income ~ NTR 
(102/85 x 15) 


Farhan Kamran 
1,000 800 
500 400 
800 800 
2,300 2,000 


Libas & Co. 
Income and tax thereon 
For the tax year 2022 


— Disposal of securities (Separate block) Ba 
lock) 
[7,075,000% 12.5%] 


330 
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Rupces 
8,500,000 
7,075,000 
5,000,000 

20,575,000 

(7,075,000 

13,500,000 
3,845,000 

884,375 
4,729,375 


Chapter 12: Association of Persons A 
Saba 
Income and tax thereon 


For the tax year 2022 


Income from other source 


Profit on debt 
Freelance income 
Taxable * 
awe mcome 
Add: Share of profit from AOP for rate purpose 
Taxable income for rate purpose 
Tax liability (620,000 + (30% x 975,000)} 
Tax liability on 1,600,000 (912,500/4,975,000) x 1,600,000 


(W-1) Income from capital gain — separate block 


(W-3) 


912,500 


[200,000 x (225-200)] 


Gain from sale of shares of XOK Limited 
Gain from sale of shares PBB Limited [55,000 x (180-145)] 
[45,000 x (180-150)] 


Gain from sale of shares PBB Limited 
Loss from sale of shares of OOI Limited 


(W-2) Income from other sources 


Loan received in cash 


(W-3) Divisible income 
Taxable income of AOP 
Share of Saba (13,500,000 x y) 


[150,000 x (78-86)] 


ter 


12: ASSOCIalION of Persons 


P 


RACTIC 
guestion-l E QUEST 
wr. A and B are sharing profits as 2:3 j TONS 


0 n a sho 
lso provided thi ing detaile ene T i 
Mr, Aand B have also p the following detail: ich done ee 
which do ry of AOP for the year is Rs, 600,000 
ates to shop run by them aes 


jnoome from business A 
ih B 
i ae i ler sources 500,000 = 
Pe. - 310,000 
Calculate the tax liability of firm and A and B? 20,000 22,000 


Mr. C and D are sharing profits as 1:2 in a shopa P 
Mr, Cand D have also provided the following details Dien, Taxable income of AOP for the year is Rs. 800,000, 


which do not relates to business run by them. 


Income from capital gain c D 

Income from business 900,000 - 
Zakat paid 250,000 550,000 
Share of loss from another AOP 5,000 17,000 
Calculate the tax liability of firm and C and D? a 


Mr. E and F are sharing profits as 1:1 in a shop a run b; i 
Mir. ri : a y them. Taxable income of AOP for th is Rs, 
Mr. Eand F has also provided the following details which do not relates to shop run by ‘heat of amiga 


E F 
Income from business 

700,000 550,000 
Sd 250,000 5 
= oul re, 3,000 18,000 
Tax ı employer 2,000 - 
Charitable donations made to non-profit organization 20,000 = 
Investment in new shares of a listed company - 35,000 


Required: Calculate the tax liability of firm and E and F? 


H are sharing profits as 1:1 in a shop run by them. Taxable income of AOP for the year is Rs. 450,000. 


H have also provided the following details which do not relate to shop run by them, 
G H 


420,000 $50,000 
3,000 18,000 
30,000 > 
72 years Slyears 


liability of firm and G and H? 


n by them, Taxable income of AOP for the year is Rs, 800,000, Mr. 


2 1:2 in a shop ru 
pone es 12i p hich do not relates to business run by them. 


ded the following details w 


J 

800,000 - 
250,000 - 
- 750,000 
25,000 : 
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and B sharing profit an 


Questio -6 ing 2 partners A 
noes is an AOP, sa le wa 

AB count for the year 1s 

ght 450,000 

sate cost of sales 120,000 

VS Purchases 180,000 
Salary to production manager 550,000 
Depreciation (a) — m 
Other expenses 280,000 

ae 50,000 

a z Salary to parmer A Be bon 
Commission to partner B © hes 
Depreciation on owned assets O) A 
Depreciation on finance lease ) 2,500 
Finance charge on leased assets t 23,500 
Advertisement 10,000 
Provision for doubtful debts 30,000 
Other expenses (d) > 

Add: Dividend income 

Net profit 


Additional information 


a) Other expenses include freight charges Rs. 18,000 single payment in cash. Aggregate freight charges for the 


year Rs.65,000. 
b) Lease rentals for the year are Rs. 18,000 
c) Tax depreciation is Rs. 90,000. 
d) Other expenses represent the following: 
* Loss on disposal of fixed assets 
Miscellaneous expenses 
Interest expense on loan utilized for purchase of fixed assets 
Residential telephone bills of partner A 


Bad debts recovered (disallowed by the tax di ent i i i 
EREE EA epartment in the previous year when it was 


e) Analysis ofthe liabilities reve; 


Interest on the above bank loan 
Advi 
A vance from customers 


Rs, 30, 


Scanned with CamScanner 


d loss in the ratio of 60:40, respectively, Pr 


: 


000 which were purchased by him 3 years #2 


,000 after holding them for a period of 


Ofit 


2,000,009 


( 1,300,009) 
700,009 


(431,000) 
10,000 


13,000 
40,000 
5,000 
5,000 
(33,000) 


30,000 


80,000 
200,000 
40,000 
60,000 
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PRACTICE UESTIONS SOLUTION 
AOP 
Income and tax thereon 
$ TY 20XX 
income of AOP 600,000 
(200,000 x 5%) 10,000 
600,000 
(600,000 x 2/5) 240,000 
(600,000 x 3/5) 360,000 
500,000 
(20,000) 
ne 480,000 
‘profit from AOP for rate purpose [S.88] 240,000 
me for rate purpose 720,000 
(10,000 + 120,000 x 10%) 22,000 
ty on actual taxable income 22,000 14,667 
Com is 480,000) 
er source 310,000 
(22,000) 
7 288,000 
from AOP for rate purpose [S.88] 360,000 
rate purpose 648,000 
(10,000 + 48,000 x 10%) 14,800 
al taxable income (214800, 6,578 
(aag,o00 * 288000) 
AOP 
Income and tax thereon 
TY 20XX 
800,000 
(10,000 + 10% x 200,000) 30,000 
800,000 
(800,000 x 1/3) 266,667 
(800,000 x 2/3) 533,333 
900,000 
250,000 


SS 


Scanned with CamScanner 


1,066,333 


-i 
28,308 


____ 800,000 
30,000 
H 


800,000 


= 400,000 
400,000 
700,000 

= 250,000 | 
950,000 

947,000 
400,000 
1,347,000 


64,7 15 A| 
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SONS ON 


ines 


gess: ZAKA A 550,000 
tout fro! (18,000) 
pdd: Share of profit from AOP for rate purpose [S.88] B 
eer 400,000 
(10,000 932,000 
1 abiliyon actual taxable income (2 + 332,000 x 10%) 43,200 
bs 332005 X 532,000) 24,659 
; Tax credit on investment in shares [S.62 
Le Cis lower of: 35,000 or 20% of 532,000 or 2 900,004 922000 35,000 4,62) 
payable to Government 
23,037 
merd AOP 
Income and tax thereon 
Taxable income of AOP TY 20XX 
‘a liability of AOP eten 450,000 
Daad) 2,500 
Taxable income of AOP RA 
(450,000 x 1/2) 225,000 
(450,000 x 1/2) 225,000 
420,000 
420,000 
[S.60] 5 (3,000) 
417,000 
[S.88] 225,000 
642,000 
(10,000 + 42,000 x 10%) 1430) Sc 
actual taxable income Sana x 417,000) 9,223 
it on charitable donations  [S.61] _(14,200/642,000) x 30,000 (664) 
of: 30,000 or 30% of 417,000 
l 8,559 
550,000 - 
(18,000) 
532,000 
from AOP for rate Purpose [S-88] 225,000 
757,000 
(10,000 + 157,000 x 10%) 25,700 
25,700 18,061 
— 000 
ET poke: ) 
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Answer-5 AOP 
any Income and tax thereon 
TY 20XX 


Taxable income of AOP 
Tax liability of AOP 


(W-1) Divisible Income 


Taxable income of AOP 


(10,000 + 200,000 x 10%) 


1/3) 
1 (800,000 x 
a > J (800,000 x 2/3) 
Tax liability of I 


Income from capital gain 

Income from business 

Total Income 

Less: Zakat 

Taxable Income 

Add: Share of profit from AOP for rate purpose [S.88] (266,667+ 25,000) 
Taxable income for rate purpose 


Tax liability (70,000 + 141,667 x 15%) 


Tax liability on actual taxable income es x 1,050,000) 
Tax liability of J 
J 
Income and tax thereon 
For the TY 20Xx 
Taxable Income - 
Add: Share of profit from AOP for tate Purpose [8.88] 
Taxable income for rate purpose 
Tax liability 


Tax liability on actual taxable income 
~ Sale of personal Car has no im 


capital asset. [ $375) Pact because as per the definition of Capital asset personal mo 


Answer-6 

AB Associates 
Taxable Income and Tax Thereon 

ax Year 20x 

Income from Business (W-1) 

Taxable Income 

Tax liabili 

FERE a FTR (10,000 + 223,500 x 10%) 

A (10,000 x 15%) 
Less: Tax on deducted 
Tax payable to government 


269 
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(No need) 


veable property is not a 


Rs. 
823,500 
823,500 
32,350 
1,500_ 
33,850 
(1,500), 


32,350 


, Association of Persons 


A 


280,000 


5,000 
293,100 
578,100 


(10,000 + 540,100 x 10%) 


(64,010/1,140,100 x 562,000) 
(64,010/1,140,100 x 15,000) 


(500,000- 180,000) x 75% 


(85,400 x 5%) 


(4,270/ 485,400 x 240,000) 
(30,000 x 12.5%) 


(10,000 x 15%) 


B Total 
280,000 
50,000 50,000 
2 5,000 
195,400 488,500 (Bal) 
245,400 823,500 


600,000 


600,000 
8,000 
562,000 
578,100 
T, 140,100 
64,010 


31,553 
(842) 


30,711 


240,000 
30,000 
270,000 
0,000 
240,000 
245,400 


485,400 


2,111 


3,750 


1,500 
7,361 
1,500 


5,861 
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LECTURE NOTES 


yi members of an association of persons and sh: i i i 
and ‘Asad are | ; share profits and losses in the ratio of 3:2 respectively. 
pair” information has been extracted from BA’s profit and loss account for the year ended 31 Dec. 2015: 


jlowing 

4 Rupees 
30,000,001 
20,500,000 


9,500,00 


= atiye and selling expenses 
jal charges including Rs. 462,000 for assets on lease) 


al information: 


Addition 
cost of sales includes: 7 
Provision of Rs. 75,000 against slow moving stores and spares. 


0 Freight charges of Rs, 260,000. These were paid in cash to Momin Goods Transport for transporting goods 
to customers in Multan, 
administrative and selling expenses include: 

() Salary of Rs. 290,000 and Rs. 100,000 paid to Baqir and Asad respectively. 

(i) Bonus of Rs. 310,000 paid to Asad. 

(ii) Accounting depreciation of Rs. 600,000. It relates to a car acquires 
for Rs. 3,000,000. (Lease rentals paid during the year amounted to Rs. 85 
used 70% for business purposes and 30% for personal use.) 


don 1 January 2015, on finance lease 
7,000. The vehicle has been 


Other income includes: 
(i) Capital gain of Rs. 600,000 from sale of shares of a private limited company. Shares were acquired on 1 


August 2014, Date of sale is 30 September 2015. 


Bagir personal data: 
haga Bagir besides his share in the firm enjoyed income and sustained losses from the sources given 


Rs. 

(a) Income from other source 2,500,000 
(b) Share ofa loss from another association of persons 35,000 
(©) Zakat paid 30,000 
ssion of Pakistan 50,000 


(d) Investment in shares given by privatization commi: 


cit te Provisions of the Income Tax Ordinance, 2001 and Rules made thereunder, compute the taxable income, 
16, Assume tax and accounting depreciation is same for 


te payable 
i by AOP and Mr. Bagir for tax year 20 
E (12) 
Notes ‘ 
3 Your computation should commence with the profit before tax figure of Rs. 5,800,000. 
Show all relevant exemptions, exclusions and disallowances. 
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M 2 ~ 


d losses in ratio of 
d share profits ani ] 
iation of persons (ABC) an ectronics and has two independe, 
Saee AE, lza è ety ines of trading iota es Root oon: pende 
etn Si Du bai, Following information has been ex 
ches in Tehran and Dubai. E 
sam for the year ended 31 December 20 


nt 
loss 


fit before taxation 


f sales includes; F A 
ais oat which is valued at cost which is Rs. 1,300,000, However NRY is 1,1 00,000, 
Administrative and selling expenses include: 
(i) Commission of Rs, 290,000 paid to A, 


» annual performance award of Rs. 310,000 Paid to B and R 
455,000 paid to MCB Bank Limited in final settlement of a loan obtained by C for the Construction of 
his house in Muree, 
(ii) Eid milan party expense Rs, 12,000, 
(iii) Accounting depreciation for the year amounting to Rs. 400,000, (Tax depreciation is Rs, 300,000) 
Other income include: 


Profit on debt of Rs, 450,000 earned on fixed deposit account maintained with a bank. The bank withheld income tax 
amounting to Rs, 45,000. (Tax Tates are at end) 
Further information 


The assessed business losses of tax yi 


ear 2013 brought forward in year 2019 are Rs. 830,000, These include 
unabsorbed tax depreciation amounting to Rs, 705,000. 
Foreign source income 


a profit of Rs, 1,500,000 and Teh: 
ese figures are not included in the above 
Mr. A details: Hee 


ran branch made a loss 
s © profit and loss account, 
armed Business income of Rs, 600,000. 
Required: 

(8) Compute taxable income, tax Payable by ABC and ai i 

s mo i fi year 

C) Calculate tax liability of Me A. int to be carried forward, if any, for tax year 2019 
Note: Your computation Should co 
exemptions, 


(14) 
mmence wit 
exclusions and disallowances, pie Profit before tax figure of Rs. 4,50 


0,000. Show all relevant 


Tax rates 
Profit on debt (Final Tax income) 15% 
o 


273 
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xEMPTIONS AND TAX 
CONCESSIONS 


. Agricultural income [Sec. 41] 

. Agriculture produce as raw material [Rule-11] 

. Diplomatic and United Nations exemptions [Sec. 42] 

. Foreign government officials [Sec. 43] 

. Exemptions under international agreements [Sec. 44] 

. President’s honour [Sec. 45] 

. Profit on debt [Sec, 46] 

. Scholarships [Sec. 47] 

- Support payments under an agreement to live apart [Sec. 48] 

10. Federal Government, Provincial Government, and Local Government income [Sec. 49] 

1l, Foreign-source income of short-term resident individuals [Sec. 50] 
» Foreign-source income of returning expatriates [Sec. 51] 

i, Exemptions and tax concessions in the Second Schedule [Sec. 53] 

n, Xemptions and tax provisions in other laws [Sec. 54] 

15. Limitation of exemption [Sec. 55] 


SO Sem mn a ws 


i 
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EXEMPTIONS nee 13 
al income [Sec. 41] AX CONCESSIONS 
neome derived by 


of process employed for taking the produce 


in-ki 
ind of the Produce, for which no process is performed 


tural land. tivator or receiver of 


as raw material [Rule-11] 
o is a cultivator or receiver of Tent in 


kind uses agri See 
income shall be computed as follows: agriculture produce as raw materials in his 


of agricultural produce used in the business as raw material (exe) 


n be deducted. No other expense shall be allowed. 


be calculated as follows: 


old in the market in its raw state or the market price at the time it is used as raw 
n of any process ordinarily employed | materials in the person’s business 


Market price is sum of: 
a) the expenses of cultivation; and 
b) the land rent paid for the area in which the 

produce is grown. 


Lape Fe ped under the Diplomatic and Consular Privileges Act, and 
n individual eni 


Act, U be ener ‘stan because of his former employment in the United Nations, It 
ze a citi Pakistal 
expo: > ela from employment was exempt. 


= i empt: 
for serv! ices rendered to foreign government shall be exemp! 
2e for si 


ad istan; arr f 
the foreign country and nore Pa Pa employees in foreign country 
ei 


ices as are performed by 


ption to employees ° 


ent gives a similar exem! 


f the Federal Government. 
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shall be exempt. 
e exempt if mentioned in ap 


pase : Tax Concessions 
p ; 


ts [Sec 44 


l a tax 
i i= p nder 
ternational agren i itted to tax Ul ar pe exemp > 
Exemptions under a which Pakistan is not EA of Pakistan ae or public international organj,.,., id 
(1) Pakistan-SOures n individual (not being a ci one vere ‘i 
@ Sal — x Federal Government and a forelg! 
Agreement between 
where- : = 
(a) the individual is: oe 
ither a non-resident : } sont > acy on 
; enai because of service under the Aid Aaividual is a citizen oft 
i ment is with a foreign country, ; 
(b) the Aid DEP from funds given to Pakistan. istan working as 4 contractor, consultan 
id rara ol ork “aa not being a citizen of Pakis ‘ded for ina bilateral/multilatera} teci i 
3) Any income receive! i +f provided ate At o 
we Pakistan shall be exempt from tax i foreign gove mment or public intl 


expert on a project in 
assistance agreement 
organization, where — 
(a) the project is financed out of funds given; 
(b) the individual is 
. either a non-resident or F 
e a resident solely because of service under the agreement; 


(c) the income is paid out of the funds given. 


between the Federal Government am 


Exemptions to certain foreign residents or foreign source income of residents 


Refer Section 42,43 and 44 


President’s honour [Sec. 45] 
(1) An allowance attached to any Honour, Award, or Medal given to a person by the President of Pakistan shall b 
0e 


exempt from tax. 
(2) Any monetary award granted to a person by the President of Pakistan shall be exempt from tax 


Profit on debt [Sec, 46] 


ny profit (interest) received by a i pi a 
$ non-resident person on a security issued by a resident 

; y shall be exempt f 

f: yi t from tax 


MS na Persons are not associates; 
security was widely issued by the resi i 
Pee ead resident person outside Pakistan for raising a loan i 
x = interest was paid outside Pakistan; and — i 
e security is approved by the Board. 


Scholarships (Sec, 47 
ny scholarship grani 
directly or indirse ec” & Person to meet 
ctly by an associate it wil] oe of education shall be 
Support payments ung = ee if the Scholarship is paid 


Any income received ht aM agree 
ived by a spous ment to live a 
€ aS Support part [Sec, 48] 
Paym 


ent under an 
agreement . 
to live apart shal! be exempt from tax 


berai 
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emptions and Tax Concessions 


Government, Provincial Government, 
pederal The income of the Federal Government shall 
The income ofa Provincial or a Local Gove; 
from Business” derived by a Provincial/ 
will be chargeable to tax. 

3) Any person making payment to the Federal/ 
( Exemption shall not be available in the case 
(4) a) corporation, company established by 
b) corporation, company set up, owned 
The above rule applies ignoring the fa 
Provincial Government. 


and Local Gove 


rnment income [Sec, 49] 
be exempt 


Provineial/Local Government shall not deduct tax. 


a Provincial Government, 


destination of income resides with Federal or a 


n-source income of short-term resident individuals [Sec. 50] 

a The foreign-source income of an individual will be exempt from tax if- 

( © he is a resident solely because of his employment; and 

(b) he is present in Pakistan for a period or periods not exceeding 3 years, 


9 However under ce aie foreign-source income of an individual will be chargeable to tax— 
(a) any income derived from a busi ne person established (outside Pakistan due to presence) in 
Pakistan; or 


(œ) any foreign-source income brought into or received in Pakistan, 


foreign-source income of returning expatriates [See. 51] 
(I) Any foreign- source income derived b iti 


‘inthe tax year in which the individual became a resident and 
* inthe following tax year. 


(2) Already covered under the head Income from Salary. 


mo 
Mr. Aslam has been residing in America since 2000. He returned to Pakistan on 13" June 2010. 
F is the details of his income. 
Income from business | 2010 2011 2012 2013 ] 
—Pakistan source | 200,000 500,000 200,000 300,000 | 
Foreign source | 600,000 800,000 300,000 600,000 | 
Calculate his taxable income for all the years under the two independent scenarios? 
(@) He has not brought all his foreign source income in Pakistan. 
He brought all his foreign source income in Pakistan. 
‘bath cases Solution is same as follows: 
Income from business 2010 2011 + 2012 [ 2013 
Pakistan Source 200,000 500,000 200,000 300,000 
Foreign source Not Exempt as per | Exempt as per 600,000 
l chargeable as | S. 51(1) S. 51(1) 
= Suey 500,000 200,000 900,000 
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Chapter 13: Exem tions ang taa a 


x conc d Schedule [Sec. 53] 
essions in the Secon 

a) ir comes/persons s d in the Secon Schedule shall be — 

1) The d Sch dì bi 


pecifie i 
(a) exempt from tax. 


ted from the operation of any pr 


income is exempt it sl lud n 
(2) Board may: with the approval of Federal Minister 1n charge, amend the 


i or condition. 
or changing Py evens inni date before or after the commenceme 
All the amendments shall effect any tax year beginning on any ment of A 


financial year in which the notification is issued. ; + 
(3) ah zr Government shall place before the National ‘Assembly all amendments made by it in the 3 


Schedule in a financial year. 


however no tax shall be paid on 
Second Schedule by adding it 


8) Omitting 


nd 


Exemptions and tax provisions in other laws [Sec. 54] 
A provision in any other law which — 
(a) exempt any tax imposed under this Ordinance; 
(b) reduces the rate of tax under this Ordinance; 
(c) reduces tax liability under this Ordinance; or 
(d) exempt the operation of any provision of this Ordinance 
shall have no legal effect unless it is also mentioned in this Ordinance. 


Limitation of exemption [Sec. 55] cy fen e 
Where any income is exempt from tax, the exemption shall be limited to the ori. inal recipient and shall not extend 


ayment out of that income. 


General example 
1. Honda Cars company earned income from business of Rs. 100. 


2. Itpaid Rs. 29 (100 x 29%) as income tax on its income from business. 

3, Itis decided that Rs. 71 left is to be distributed to shareholders as dividend. 

4. Now Honda while making payment of dividend will deduct tax of Rs. 10.65 (71 x 15%). 

Example of section 55 

1. A company earned agricultural income of Rs. 100. 

2. Itpaid Rs. 0 as income tax on its income from business because agricultural income is exempt. 

3. It is decided that Rs. 100 is to be distributed to shareholders as dividend. > 

4. pon Ree a, fiery ai of dividend will deduct tax of Rs. 15 (100 x 15%) because 

ion was available to the original recipi i it wi ivi 

Sila oE aE eiA ee S income only, it will not extend to shareholder receiving 
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vxomptions and Tax Concessions S a 


stani Citizen, returned to Pakistan in Novem| 


(UAE). He worked till October 2004 i 
004 
» then and has been employed by a local ae 4 where there was no tax on salaries .Mr. Ali is in 


ax implication on Mr. Ali’s i ; 
imp! 1 $ Income, earned in UAE and Pakistan, for the tax year 2005. (04) 
(Q.4(b) March 2006) 


ICAP PAST PAPER QUESTIONS | 


ber 2004 after completing his employment contract in 


employee of a Malaysi 
te yi Ber cinder elie ae ig assigned to work in Karachi, in its subsidiary 
; Doania subject to mutual ği tit initial assignment of two years commenced on 


remuneration will be paid in Malaysia, details of which are given below: 


Amount in 

Equivalent 
| Rupees 
| 5,750,000 
[17,250,000 
12,000,000 
3,000,000 


income for the tax year 2009 
income for the tax year 2010 
income for the tax year 2009 
income for the tax year 2010 


e residential status of Mr. Abdullah under the Income Tax Ordinance, 2001 for the tax year 2009 
0 (02) 
e taxable income of Mr. Abdullah for the tax years 2009 and 2010. Support your computation with 
iate comments. (08) 

(Q.5 September 2009) 


hnical Manager of Faiza Chemicals Limited, a resident 
der the terms of employment, she was allowed to deliver 
e conducted three workshop sessions, the 


national was employed as a Tec! 
er 2010 for a term of two years. Un 
professional organizations. During tax year 2012, sh 
as follows: 

in Lahore: A fee of US$ 15,000 in equivalent Pak Rupees was received from a local event 


was credited to her bank account maintained in Karachi. - 
n in Munich: A fee of US$ 25,000 was received in Germany in her Munich bank account. 


on in Dubai: A fee of US$ 20,000 was remitted to her bank account in Karachi. 


= 
bility of the amounts received by Margaret for conducting the workshop sessions during tax a 
z (Q.3(b) September 2012) 


17 under the following independent situations: 
Pakistan under an employment contract since 20 July 
tax year 2017, he earned foreign source income from his business established in South 
ht25% of the income to Paki (04) 
h i tan. “er p 
JH op a from London after 10 years a a been irig in 
i m his investment in 
year 2017, he received GBP 5,000 as return a 


(Q.2 (b) September 2017) 


ign source income for tax year 20 
African cricket coach is working in 
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come Or loss under correct heag 


taxable in x 
reement tO live apart, her sp 

nts. Under ant The fair market rent of a Ouse 

pport pye NOUse 


€ 
(Q.2 (a) March 2018 


‚on of sugarcane. During the year, } 
year, he 


` cultivati 
eing used for the 00 tonnes of sugar cane was sold to a suga 
i gar 


uestion-6 í, ret 
i tta which iS J 
em has @ ricultural land in Tha i tivation, 140: or of st was s a 
ene 200,000 tonnes of sugarcane; Hagan sanity WAS utilized in his own suger mill. During c 
j reas 
mill at a price of Rs. 4,550 per ton whe! EET ail k- 
Jahe e a cipal prey ei a ne es total expenses other than the raw material amounted to 
The i ill stood at Rs, 310 millio 
The sale of his sugar mi bes: ae eugarcane 
pute the taxable income 


Rs, 19 million. There was no opening 
pae e thereunder, com 
rr the provisions of the Income Tax Ordinance, 2001 and Rules mad È som 

(Q.4 (a) March 2018) 


of Nadeem for the tax year 20X8. 


nc, (LCI) situated in New York, USA. On 1 


ce of Lewis Consulting, | 
d had sent Mohsin for two years as Country 


h office in Pakistan an 


Question-7 
Mohsin has been working at the head offi 


January 20X8, LCI had established its branc! 
r looking after the Pakistan operations. 


salary income, ved the following amounts: 


8,000. On his request, the event 
Islamabad on 10 January 


Manager for 
During the tax year 20X9, apart from 
On 15 December 20X8, he conducted a seminar in U! 
manager transferred the amount (net of tax) directly to 


Mohsin earned/recei 
SA for a fee of USD 1 


. 
his personal bank account in 


20X9. 
EEY y roe s : ear 
ae es 20X9, he earned income from his business established in USA and brought 40% of the income 
Required: 


Under the Income Tax Ordinance, 2001: 


@ state the residential status of Mohsin for the tax year 20X8 
(ii) discuss the taxability of his foreign source incomes for the tax year 20X9 ? 
; (04) 
à (Q.2 (b) March 2019) 


Question-8 
On 1 July 20X1, Mrs. Ahmed separated 
r aa from the pear ra deg d decided to live apart with her six years old son. Below 
(ii) Mr. Ahmed i pei m T PE RIOM apoye 
(iii) Mr. Ahmed will race a s me Poceo fee of 
tackle AC ont peat ct Reine of a shop in her fe 0,000, 
me, The shop was already in use 


transfer of ownership in her name, Mrs. Ahmed will b d by 4 
entitled to receive the rent from the date of 


Under the provision of the Income T; 
al 


in the income tax ret x Ordi 
thi tax return of M; rdinance, ; 
Fh! receipts will be Pere es for the tax 2001 briefly explain the t 
imputation is not requiregy ed, year 20X2, Also specify 8 a en of the above arrangeme", 
ead of income under which each 0 
(04) 


279 
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(Q.4(a) March 2021) 


I 


(e; 
AP PAST PAPER SOLUTIONS 


a slightly difficult question but many candidat 
7 eS we 


on on income earned in UAE and Pak Cre abl i 
n d Pakistan, le to give a reasonable explanation on the tax 


pe is non-resident for TY 2009 as his st 


4 z 3 AN ay in Pakistan j 
j p10 ashis stay in Pakistan is more than ifs “ane is less than 183 days [Sec, 82]. He is resident for TY 
D 
Taxable/ exempt Taxable 
amount 
$750,000. Taxable 5,750,001 
2000, l Exempt(N-1) 
5,750,00 


17,250,000 R Taxable 17.250,00 
3,000,000 l Exempt (N-2 


| beg non-resident for the tax year 2009, only his Pakistan source income is taxable. [S.11(6) 


source income of Mr. Abdullah is exempt from tax because: [S.50] 

ident individual in Pakistan solely by reason of the individual’s employment; 
in Pakistan for a period or periods not exceeding three years. and 

n source income was not received in Pakistan. 


ssion in Lahore 


n Source income of resident, therefore it is chargeable to tax in normal way. 


n Mun 


isions of ITO, 2001 [S.50], the foreign-source income of an individual will be exempt from tax if- 
resident individual solely by reason of the individual's oe and 
in Pakistan for a period or periods not exceeding three years. ‘ ; i 
at individual Slots by ames of the individual's employment and she is present in Pakistan for a 
ls not exceeding three years, therefore her income from rendering services in Munich being 
income is exempt from tax. 
in Dubai 


isions of ITO, 2001 [S.50], foreign 


-source income of an individual will be exempt from tax if- 


individual solely by reason of the individual’s employment; and 


x $ ‘ ing three years. eri 
E ean ior a period or i Ee in Pakistan by the person than it will not be 


ign-source income is broug! z ee 
me is remitted to her bank account in Karachi, therefore it is taxable. 
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m tax if- 


Answer-4 
T t fro 
The foreign-source incom pee be exemp! se 
D i is cag enone jods not exceeding 
e 1S 
However foreign-So 


As Mr. Joseph is 4 resider et 
ome from 
eee ht into Pakistan. [s. 50 (2) (b)] 


3 years. 
ht into or received in Pakistan. [S.50] 


nt in Pakistan for a period or 


not exceeding 3 years there! me 
Remaining 25% will be chargeable to tax as if 1S broug! 

es, foreign source income derived by 4 citizen of Pakistan jn a tax year who was not a resident individual in any of 
the 4 tax years preceding the tax years preceding the tax year in which the individual became a resident shal] t 


exempt from tax; 

e inthe tax year in W? 
e in the following tax year. 
Since Farhan is returning expatriate so his foreign 
from tax. In the given situation he became resident in TY 2017. 


hich the individual become a resident and 


source income from investment in London in TY 2017 is exempt 


Answer-5 ; 

Taxable income (Note) 
ee 

ement to live apart shall be exempt from 


pport payment under an agre 
et rent of the house Rs.50,000 per month 


Note: Any income received by a spouse as sul 
rt payment and the fair mark 


tax. Therefore Rs 150,000 per month as suppo! 
is exempt from tax. 


Rs. in mill 


Answer-6 

Taxable income 

Agricultural income — Exempt (Rs. 4,550 x 140,000) = Rs. 637 mill. 
Income from business 


Gross revenue 
Less: Fair value of produce (Rs. 4,550 x 60,000) 


Less: Other expenses 


Taxable income 


Answer-7 
“An individual shall be a resident individual for a tax year if the individual is present in Pakistan for a period 


i) 
of, or periods amounting in te i 
for a period of 181(3 TIEA T days or more in the tax year. As Mohsin is present in Pakistan 
z in N ys in tax year 20X8, he would be considered as non-resident 
ii) The mag vail AREE will be exempt from tax if- 
i lely because of his empl ri ii 
a Be ‘ } ; ployment; and 
somal e er 
POEET y 4 es foreign-source i Mavi wi 
y foreign-source income is brought into or received ts Paes oe — 


geable 10 tax 


tan on 10 


Mohsin has earned fee of U. 
SD i 
18,000 in USA. However, the amount has been brought into Pakis 
use It 


January 20x9 to his 
? personal bank ; 
is brought into Pakistan, account. Therefore this foreign source income will be taxable be“ 


Similarly, income 
J from business A 
earn i 
ed in USA will also be taxable to the extent it is received in pakista” 
Iled 


i.e. 40%.The remaini 
maining 60% will remain 
281 exempt as all of the above mentioned conditions are full 
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the school fee paid Me Ahmed under an agreement to live apart, this amount will 


ent under i 
) are being received by Mr an ee to live apart shall be exempt from tax. As 
bee ly of Rs. 10,000 


Will also be exempt in hands of Mrs, 


Ts. Ahmed and it will be classified under the head 
Mrs. Ahmed. The rent amount willbe included in income from the date of transfer of 
01 September 20X1. Total amount to be included in Mrs, Ahmed income under the head 
for the tax year 20X1 is Rs. 880,000 (88,000 x 10), 
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= 
2 
3 
2 
2 
© 
$ 
ka 
S 
. 
5 
a 
g 
kod 
[a 
© 
È 
o 
2 
5 
O 
o 
3 
a 
È 
A 


un 
f) ander following heads can be carried forward: set off, cannot be carrie 


b. e from capital gain 


o 
is a loss under the head “Income fr an 
ait om will be given to another ey Business” (non 


-speculative business) and a loss und 

À ler anoth 

o loss can be adjusted against following incomes: re 
= income falling under final tax regime (such as divid 


separate block incomes (such as gain on securities) 
income (such as agricultural 


lend income) or 


x oe Rules for Current Year 
tK Minus “loss” ¢ Heada eut “Profit” £ IFS -1 


-eK Minus t profit £ Headmg loss FCO” „i“IFB (spec.)” -2 


Conclusion 
ut Ready Li /*” profit ¥ IFS 1 


l ui Ready £ Lin “-”Loss ¥IFCG, IFB(speculation) 2 


Rule for Carry forward 
nu Minus eut Headsiy ut Current year / Loss ¥IFCG » IFB (non-spec.) , IFB (Spec.) -3 


En Minus eut Profit £ Same Head “x c/f Je 6&6 


Carry forward of business losses [Sec. 57] 4 ‘ 
(l) +2) If loss in a tax year under “Income from Business” (non-speculation) is not set off in the current tax year, 


then unadjusted loss shall be carried forward against future business income (non-speculation) upto 6 tax years 
following the tax year in which the loss occurred. 

of a resident Scans engaged in hotel business in Pakistan (after the first day of July 2020) shall be 
forward for a period of 8 years. 

of the earliest tax year shall be set off first. 
amortisation and initi 


al allowance deductions (allowed under sections 22, 23 and 
the income from business (after setting off loss under sub- 
Jetely set off. The amount not setoff shall be added 


amounts in following years. 
$ for current year is equal to or more t 

on and initial allowance shall be set off against 5 
relating to deprecation, initial allowance an 


han Rs.10 million than brought forward depreciation, 


0% of income. i 
d amortization shall be adjusted at last. 
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SOO on; 


Example a = 
Rs, j, 
Milh, 
Profit before Depreciation Ae 26" 
Tax Depreciation 201 4 

Other Information 2014 | 
Loss Before Depreciation ies | 
Tax Depreciation (unabsorbed) 20 14 4 8 
Required: Calculate taxable income and loss to be carried forward. 

Solution: | 
Profit before Depreciation 2015 265 
Less : Loss Before Depreciation 2014 ON 

l 

ice =8 
Less: Tax Depreciation (lower of): -(b/f) 

. = (11 x 50%) = 5.5 a 
Less: Tax Depreciation (c/y) (4) | 
Taxable Income Seis | 
—_ 

carried forward tax depreciation (8 - 5.5) 25 
| 


Carry forward of speculation business losses [Sec. 58] t 

(1) Loss under the head speculation business for the current tax year shall be set off against any other Speculation 
business for the current year. 

(2) Ifthe loss is not wholly set off, the unadjusted loss shall be carried forward against future speculation business 
income upto 6 tax years next following the tax year in which the loss occurred. 

(3) The loss of the earliest tax year shall be set off first. 

Carry forward of capital losses [Sec. 59] 

(1),(2) Loss under the head “Capital Gain” for the current tax year shall not be set off against any other head of 
income, but loss shall be carried forward and will be adjusted against future capital gain income upto 6 tax years 
next following the tax year in which the loss occurred. 

(3) The loss of the earliest tax year shall be set off first. 

Limitations on set off and carry forward of losses [See. 59A] 

(4) (b) A person who has succeeded another person in a business (except inheritance), he cannot set off (or carry 
forward) the loss of other person arising under section 56, 57, 58 or 59 against his income. 

Note for students: Also refer Chapter 12 AOP for remaining provisions of Sec. 59A 

Note: Also write down S. 57 (4). 


| 


Foreign losses [Sec. 104] 

(1) Deductible expenses in deriving foreign-source income under a head of income shall be deductible only 
against that income. 

(2) If expenses exceed the foreign source income under a head of i i hall be carried 
forward and will Le adjusted of income, the foreign loss shal 


against future income und xt following th 
tax year in which 13e loss ccourred, eae — 

(3) The loss of th» ear’! sst tax year shal! be set off first, 

(4) For apportionment of deduction (as per S. 67) - 


(a) Speculation business is a separate head of 


1) Foreign loss cannot be setoff against: 
2 against: 

~ Pakistan Source income 
2) Fo fae A other foreign source income 
orei i i 5 , A come 
ithe mee <n zi only be carried forward and will be adjusted against the same foreign source income 
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Business 
50 
70 50 
40 


(50-70) 


ases in deriving forei iy 
ign-source 
that income [S. 104(1)}. income under a head of income shall be $ 
10 
A 10 
inn 
d source ‘ 
income under a head of income, the foreign loss shall be carried a 
ails of income provided by Mr. Tayyab for tax year 2016: 
Rs. in mill. 
Gross receipt Expense 
fee) 80 10 
n) 25 5 
37 7 
142 22 
nses, Tayyab incurred an advertisement expense costing Rs 6 million for his business 
nt was simultaneously broadcasted in Pakistan and France. 
67 
(80 - 10-3) 19 
(25-5-1) 28 
(37-7-2) = 
; vertiseme! 3 
— (6/142x80) 1 
n) (6/142x25) 2 


(6/142x37) 
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apes 14 tt ags 


TY 2010 
200,000 —~Y 2 
a lowing details: (600,000) r d 
Example 1 follo! È 
vided you the 
Mr, Asim has pro’ 
f jon) d 
= = E S iy 0,095 
Income 
hu wN 
rai l ‘ 
Income From Salary speculation) ae 
Income From Business (Non: : inTY : 
Taxable income ill be carried forward a 
600,000 wi a 
i Business loss of Rs. 600, | o 
i 0,009 
j Income From Br wae 
Less; b/f business loss — 


Taxable income 


. i 2009 au Or 
Income | 200,000 | _ 100,00 
ot 00 | 15,000 10,000 
: 30,000] 10 i BRT 
mee 
Income , 
Bisin baw 


Business 


Income From Other Source ooo) 
Income From Business s 
Taxable income ~~ 00a 
Carry forward business loss 
TY 2010 100,0 
Income From Other Source 50,000 n 
Income From Business (200, 000) 
Less: b/f business loss moe = 
Taxable income 100,000 
Carry forward of business loss 150,000 
TY 2011 
Income From Other Source 50,000 
Income From Business 20,000 
Less: b/f business loss ` a 50,000) ` 
Taxable income 000 
Carry forward of. business Joss 130,000 
Income From Business 
Less: b/f business Joss 30,000 
Taxable income (130,000) 
forward of business Joss - 
100,000 
Income From Business 
Less; b/f business loss 10,000 
Taxable income 100 000) 
Carry forward Of business loss Lorn 
286 
ee 


Scanned with CamScanner 


See 


— 


15,000 


90,000 
Boo 


10,000 
(75,000) 


65,000 


448,000 
448,000 


$ 


(150,000) 
20,000 


20,000 
20,000 
150,000 


eoo] 2011 2012 
300,000 (80,000) 40,000 
(400,000) 600,000 900,000 
200,000 (90,000) 70,000 


300,000 
200,000 
500,000 
(N-S) 


(400,000) 
100,000 


600,000 


600,000 
(80,000) 
(90,000) 
900,000 
40,000 
(80,000) s 
70,000 
(90,000) : 
500,000 
(40,000) 
(20,000) 


TY 2010 TY 2011. 
(200,000) ~ (100,000) 
(400,000) 40,000 
150,000 25,000 
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00 300,000 
210,000 
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Sources 


pital Gain 
jer Sources 


= Shop A 
— Shop B 
= Shop C 


— Transaction D 


— Transaction E 
— Transaction F 


(200,000 — 150,000 — 80,000) 


(40,000 — 50,000 + 20,000) 


300,000 


600,000 
(200,000) 
(700,000) 


600,000 
(700,000; 


100,000 


200,000 


200,000 
(150,000) 
(80,000) 
80,000 
40,000 
(50,000) 
20,000 
50,000 
90,000 


(30,000) 
30,000 
10,000 
50,000 
90,000 


80;000 
90,000 
10,000 
50,000 
150,000 
60,000) _120,000_ 
000 


200, 
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(600,000 
- (180,000) 
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following data for TY 201 
1.H 
e also works on Part time basis in ABC 
Company limited 


X (non speculative) Rs. 
Y (speculative) 50,000 
(700,000) 
200,000 
(100,000) 
50,000 
. Rs. 
Gains 50,000 
Yy (speculative) 50,000 
200,000 
from other sources a 
X (Non-Speculati 150,000 
5 joey) (700,000) 2 
50,000 
(550,000) 


tion business to be carried forward 
head Income from other 


«Income from other sources” is adjusted first because loss under the 
arried forward. 


ed forward whereas loss under the head “Income from business” can be ci 
ation) of Rs. 550. 000 will be carried forward till TY 2017. 


E p recati og 
a ee) 


tion (50,000 + 160,000) 
before depreciati u e 00+ 170, 000) 


current 
x Year 2009 before depreciation 


year 2009 


rried forward related of Ta” 


forward (1 60,000 +170,000) 
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Example-3 
ts completed 
a) Assessments Tax year Cif loss for the year after Unabsorbeg 
unabsorbed depreciation de reciation 
2002 200,000 


2003 


30,000 


b) Assessments under audit x 
Tax Year Profit before tax depreciation 


2009 


Calculate taxable income for the ti 
Solution 

TAX YEAR 2007 

Profit before depreciation 


Less: B/f business loss before depreciation of 2002 
Taxable income 


ax year 2009 after adjustment of losses 


c/f Loss before depreciation 2002 
c/f Loss before depreciation 2003 
c/f Loss before depreciation 2004 
c/f Loss before depreciation 2005 
c/f Loss before depreciation 2006 


c/f Depreciation (5,000 + 5,000 + 10,000 + 5,000 + 5,000 + 10,000) 
TAX YEAR 2008 


SOAR 2008 OSS 
Profit before tax depreciation 


Less: B/f normal business loss before depreciation of 2002 
Taxable income 


Dead loss 2002 

c/f Loss before depreciation 2003 
c/f Loss before depreciation 2004 
c/f Loss before depreciation 2005 
c/f Loss before depreciation 2006 


c/f Depreciation (40,000 + 30,000) 
AX YEAR2 
Profit before tax depreciation 
Less: B/f business loss before depreciation: 
2003 


2004 

2005 

2006 
Less: Brought forward tax depreciation 
Less: Tax depreciation for the year 
Taxable income for the tax year 2009 


292 


20,000 
30,000 
smo 
165,000 
25,000 
10,000 
5,000 
5,000 
40,000 
10,000 
(165,000) 
0 
155,000 
25,000 
10,000 
5,000 
5,000 
70,000 
220,000 
25,000 
10,000 
5,000 
5,000 _ (45,000) 
175,000 
(70,000) 
105,000 
— (20.000) 
85,000 
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was dealing in the business of te 
, He has assessed brought forward Jo. 
ess of steel Rs. 101,356 
les of shares of Private company Rs, 105,505 

to work out his total income for tax year 2005 


Xtile garments duri 
sses for the tax year 


ng the tax 
2004 as follows: E 


year 2005 has earned income of 


rrent year, (3) 
(Q.6 September 2002) 


(6) 
(Q.3 (b) September 2003) 


provisions relating to set-off and carry forward of foreign losses under the Income Tax Ordinance, 
. 6) 
(Q.8 September 2004) 


. A show the following results: 


10,000 


(410,000) 


adjusted against any other head of income; 
ried forward for a maximum of six years; 


carried forward for indefinite period, (6) 
= (Q.7 (b) March 2006) 
tee tand by the term "speculation business" as referred to in the Income Tax Ordinance, 2001? 
rules relating to set off and carry forward of losses arising out of speculation business. (4) 
j (Q.4 (b) March 2007) 


e Tax Ordinance, 2001 a deduction for capital loss is allowed when consideration received on 
set i n i . What is the exception to this rule? © 
asset is less than its cost. What i pi aO 


of the Income Tax Ordinance, 2001 regarding set off and carry forward of losses under the 


"and ins" (7) 
eee Capital Gains". (Q.6 (b) March 2009) 
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be 
Chapter 14: Losses 
year, IE’s Pakistan source ; 


; latest tax A 
is business two years ago. During S Me 

£ n and foreign losses brought forward f 
tax paid thereo d for 


Foreign te 
loş 
brough Osseo) 


Q ion-9 
T a Emad (IE) formed hi 


10,000. $ 
to Rs. 2,50 is of its foreign source incomes, 


amounted 
Following 
latest tax 


are the detai 
ear: 


Heads ofincome J n 
i eS 500,000 = 
000,000 ) 
736,000 ay 
350,000 š 
d unadjusted during the last tax ysy —. 


from other sources which remaine 


The foreign tax credit relating to income 
amounted to Rs. 50,000. 


Required: es to be carried forward to next year (if any). 


Calculate total tax payable and foreign tax loss‘ (Q.3 (b) March M 


Question-10 , A a 
Explain the term ‘Foreign losses’. State the provisions relating to set off and carry forward of foreign losses, under 


the Income Tax Ordinance, 2001. (4) 
(Q.6 (b) March 2014) 


uestion-11 
Aslam is a resident taxpayer who operates his business from Lahore (LHR) and Paris (PAR). In August 2014, he 
established a new branch in Berlin (BER). 
Following information is available in respect of his business operations for tax year 2015: 
LHR PAR BER 


-------Rs, in million-—----- 

Income / (loss) from business 29 ao 15 
naa taxes paid in respective countries during the year 10 5 ; 3 

ncome from capital gain (net of income tax of Rs. 3 milli 
Carried forward losses: aii = 4 
Loss from business 
Capital loss ? A 

= 6 


The following amounts paid b i 
3 3 y Aslam in respect of Bi been 
i salaries for the first three months amountin; pen illi 
i. rent expense for the year amounting to krie a 


charged to LHR: 


Required: 


Under the provisions of th 
h e Income T: inani 
and foreign tax losses to be carri einn ian 
Pie — calculate the tax 
ward to next year, if any, Payable by Aslam in the tax year 2015 


(09) 
(Q.6 March 2015) 


eo ee 
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[), a sole proprietorship, i ; AA Sag 
ing information has 


' selling of Mai. Z 
amounted to Rs faa for the y £ of Maize and Wheat in 


the roge e sale Was made aft in 

te for the Si Bross profit margi bie E 
Naio gin was 25% o; 

bg pment of a formula which ic ikai to merce the 


Purchase of 500 metri 
: z at the pri y, was expected to be made i as 
15 price of maize increased “td ae are On the date of sale, e in October 2015, ME 


H ; 70 Per metric ton and LT sold the entire lot to ME 


amounted to Rs, 2,5 
ies bch 000. These included a penalty of 
Te as follows: 
Rupees 
550,000 
300,000 
250,000 


the Income Tax Ordinance, 2001 


and Rules made thereunder, i 
of loss to be carried forward, if a ihe ee 


ny, for tax year 2016, (10) 
(Q.1 March 2016) 


ed a local newspaper as an investigative journalist at a salary of Rs, 300,000 per month. 
her salary amounted to Rs. 40,000 per month. 


f her income received from Germany; tax paid thereon and brought forward foreign losses 


ds of income Foreign income/ Foreign tax Foreign losses 


(loss) paid brought forward 
Rupees----------------------—-- 

600,000 110,000 (380,000) 

1,480,000 187,600 - 

(1,500,000) - > 

950,000 76,000 (1,800,000) 


from irent ji joi Merhaba (AM), an Arabic newspaper in 
a ‘a Aaa na, AM paid 50% of her salary in Dubai and 


ivalent to PK! nki |. Mehreen remained in 
monthly salary equivalent ormal banking channel. 
‘ in Pakistan through ni 

to her bank account in Pakis' 


x year 2016. 


made thereunder, compute the taxable income, 


i ign tax credit, 

| to een i tax. oe ee mee amount of foreign losses or foreign “i 

A anı : (Q.8 September 2016) 
exclusions fisallowances. d 

l ; 4 losses under 
l 2001 regarding set off and carry forward of < 
h inance, 

the Income Tax Ordinan 3 
(Q.4 (©) March 2018) 
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IC; is 
and in aly 
30 June 20X8. p ttig 


[his amount includes 
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ICAP PAST PAPER SOLUTIONS 


be calculated as follows 


199,237 


(101,356) 


s d : ; 
adjuste' against business profits so it will be carried forward in normal way till TY 201 A = 
i i 


ss under a head of i 

se under the he Mesei Kn Nine head for the year except income under the head 

s60] : ation business in the current year cannot be set off 
ead “Income from Business” & ; à 

n to an a Head. TS. 56(3)] ess” (non-speculative business) and a loss under another head, 


Ris 


9 in short form. 


eign loss shall be carried 


the total foreign source income under a head of income, the fori 
following the tax year 


inst future income under the same head upto 6 tax years next 
[s.104(2)] 
year shall be set off first. 


ction (as per S. 67) — 
ation business is a separate head of income; and 
ome and Pakistan source income shall be separate heads. 


culation business 
disposal of shares of private 


e head IFOS (20,000+30,000) 
and he is not required to p 


limited companies : 
imited compii 30,000 


ay any tax on it as tax deducted 


(410,00-290,000) 
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© Aslam 
Income ang fax there on 
TY 2015 
Rs. in million 
(W-1) 41 
ae 
(2743) 
24 
65 
ee 
000 + 35% x 59,000,000) 21.87 
on capital gain income (lower of) 
gn tax paid mg 
tax paid = 21.87/65 x 24= 8.08 6) 
paid for Pakistan source business income 


ble from Government 


(10) 
(8.87) 
PRs. 42 (13 - 55) million to next year, 
Source business loss, so no tax credit will be allowed of Rs. 5 million and Rs. 3 million 
29 
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| 


14; Losses 


Chapter 
nswer-12 ple incom 
Answer- Tagy Year 2016 


e from bus on-s) 5 
Sale before discount (bal.) 
Less: Discount 
Sales after discount 
; (bal.) 
Less; Cost of sales (0/100 ao 


Kross piel m h institute 
Less: Contribution to research institit 45) 13,680 


x i lli nse 
Less; Admin and selling expel 13,680 + 9,120 


Less: Trading business loss 

e from busin: ulati 
Sales (Rs. 18.240 x 500 metric ton) 
Less: Cost (Rs, 15,800 x 500 metric ton) 


Less: Expenditure on above transaction 


Less: Admin and selling expense (2,500 =- 45) x 9,120 
13,680 + 9,120 


Less; b/f speculation loss 
Taxable income 


c/f business loss — g i 
ct Cagtilton peculation (300-213) 


income a = 


(300,000 x 10) = 
aa 3,000,000 
600,000 
— Foreign Source Income —— (380,000) _ 220,000 
sign Source Income sibel 
1,800,000 2 
4,700,000 
6 
credit Speculation (lower of:) (620,000 + 30% x 700,000) 830,000 
g tax : 
(830,000 /4,700,000 x 220 £19.00 
: credit non Speculation (lower of) +000) 38,851 (38,851) 
(830,000 /4,700,000 x 1,480,000) bela (187,600) 
at source (40,000 x 10) ( 100,000) 
undable from Government SET 
—_—_—$—_—_ 
ign Source Income 
1,500,000 
gn Source Income (1,800,000 - 950,000) 850,000 


Rs. 1,200,000 per month from AM is not taxable. As per section $1(2) of ITO 2001, where a 
leaves Pakistan during tax year and remains abroad during a tax year then salary income 
<istan during that tax year shall be exempt from tax. 


which is unadjusted cannot be refunded, carried back to preceding year or carried forward to 


i agains ear except income under the head salary. 
= tany oter iad fx BENE Joss under Income from business non 


cannot be carried forward to next year. H 


pa forward. 2 (non-speculative business) and 


head “Income from Business 
peculation) is not set off in the current tax years 


to another head. 
s [Sec. 571 
ea ton Pi re business income (non-speculation) upto 6 tax years uN 


under n 
I be carried forward against futu 
which the loss one itt 
st tax year shall be set of” 1 deductions (allowe 
ion, amortisation and initial ade 30% of the income from 


a loss under another head, 


ess” (non-s 


d under sections 22, 23, 23A, 
business (after setting off 
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ce Loss Dead = 40 


(Non-speculation) 


(Non-speculation) 


(Non-speculation) 
90 
(30) 

Source 
Loss 

(non-speculation) 

(speculation) 

(non-speculation) 
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TY2019 
200 
(40) 


200 
200 


TY2019 
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ss (Non-speculation) 
ss (speculation) 
Source 


gain 
e income in TY2011 


siness (Non-speculation) 
m Other Source 


d loss in TY2010 
y and business was transferred to son in TY 2011 
fit in TY2011 

ple income of son in TY2011 


ed loss in business in TY2010 
to Wasim Akram in TY 2011 


bus 
med profit in TY2011 
abl income of Wasim Akram in TY2011 


(30) 


TY2010 
10 
(90) 
es 
(50) 


(20) 
(30) 


sii ees 
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erson for a period of less than 12 months 
from ap 


furnish a return for a period of less than 12 Months, jg. 
6 r 


we aes t or gone into liquidation; 
become bankrupt or gi ! 

_ Sate 
4 i issioner otherwise considers it appr T 
9 e tacos ty to due date specified in the notice. 

(Geiser fino fo penan Barren, by notice require him to file it withi 
i ‘ommissi A tice, ; 
“ Ifa person E, Co may allow a longer period or shorter period. f 
Farbo! m; last pleted tax ears Commissioner can demand a return of income from a 


n 30 days of 


person 
ri i leted tax vears or assessment years: 
The above notice be issued for any of last 5 com, sess an 
E Further if a RE not filed retum for any of the last 5 completed tax years, notice may be issued for 
p one or more of the last 10 completed tax years. a: ; “i 
The time limit provided above shall not apply if Commissioner is satisfied that 
furnish return has forei; 


a person who failed to 

income or owns foreign assets, 

Q. On October 17, 2012 Commissioner issued notice to Mr. B to file his return of income for the TY 
2007. Is the commissioner justified in issuing the notice? 

Commissioner is not justified in issuing the notice as the above mentioned notice may be issued in 

ea of any of the last 5 completed tax years, 


the given question, commissioner 
2012. 


may issue a notice for tax year 2008, 2009, 2010, 2011 or 


[ Power of Commissioner to call for return is discussed in S. 114 (3 ),(4),(5) 


If a person discovers any mission gee and wha 
_ following conditions: 


in writing, for revision of 
sumed thi 


Scanned with CamScanner 


Original Return is 
filed on 30-9-16 


Taxpayer decided to file 
revised return on (Late) 


Á P Scenario - 2 
; 15 Jan. 17 


— Income in revised — Income in revised 
return is more return is less 
OR OR 
— Loss in revised 


— Loss in revised 
retum is more 


return is less 


Approval is 
required 


No approval 

is required 
Commissioner has given 

approval by 16 Mar. 17 
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the bank account utilized by the taxpayer tor, i 
É Sag 

i 4 ii istration form, 

; iginal or modified registration 


business transaction 
y the taxpayer for 
= ik account utilized by 


T declareg 10 the 
dified registration form. 

ner thr es are required to declare through FBR €-portal, 

sinesses ie, sole proprietor, AOP or compani 

to declare business bank accounts is 30 September 2021 


i ccount 
aed for business purpose shal! be iadmss i ing income from business 
inadmissible while computing in 
incurred for business purpose shall be 


Ws 2], 


r 


[Sec. 115] 
fp O 


an orphan below the age of 25 years; 
a disabled person: or 
anon- resident person, 
DTE to timit aren afincome for atn year oe 
@  -owningi With a land area of 5 
owning any flat 


ly by reason of: 
00 square yi 


ards or more or 


a jor 
* the Islamabad Capital Territory; 
s J i ith a land area of 
ki wning a flat in a rating area having cove ah 
‘Owning a T “les re area of 2,000 


engine capac 


| eee 


500 square yards or more; 
Square feet or more; 
ty above 1,009 CC; 


ing informati 


on with you for tax year 2021: 


Rs, 700,000 
1,200 ce 
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Á during the period Specified ; 
on to any other person A ia 
the transfer; by the person, his spouse, minor children and other d 


P vepeeified in the notice; and deny 
onion the notice, [S. 118(4)] 
the due date specified in the not f 


atowo f vealth statement 
| furnish a ii 


a e er 
Ith statement and wealth reconciliation Statement al 
On, 


wea 
Tt will be furnished by the due date for furnishing the return, [S. 118(4)] 


Every member of an AOP shall furnish, wealth statement and wealth reconciliation Statement alo 
the retum of AOP, "8 wi 


i ise 
Ifa person discovers any Omission or Wrong statement in wealth Statement, he c 
the Commissioner, Revision can be made before the receipt of notice for am 
122(9)). Revised wealth reconciliation and reasons for revision will also be filed 
? ion or wr 
pportunity of being heard), ong Statement 
of 5 years Jrom the due 


bilities rather it 


is reconciliation statement showing 
bank ac 
. Count. We wil] start nin 
ash outflow, na aA 


ws, the remaining amount is 

int ofa. 0, the assets of the wealth 

3 receipt side, then the difference is un- 
Ith statement for the 

ty in the net yer, curent y 

Wealth by sup 


—market value, 


ear is complete and a 
tracting the last year’s 
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d a new plot at EME society for t 
AT 700,000 in 
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day of the tax year; 
other person during the tax year and the 


incurred during the tax Year 
of deriving the said income. 
furnish the foreign income and assets 
required to furnish it but who has failed to do so. It will be 


notice within 15 days of the discontinuance, 
required by the Commissioner by notice, 


EA bains on 28 February 2013. He is of the opinion not to file retum of 
the business was not carried on for whole of the year. Advise him 


2013 and it will be treated as a separate tax year for him. 
sommissioner in respect of a person who has not given the notice of 


to Commission 
e en ad the Commissioner has grounds to believe that: 
tinue the business, 
te enone wit notify the period for which return is required. 


Tits 
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tus of complete return of incom 
pe status 


e filed by taxpayer/ 
has furnished a complete return of income (other te al assessment 
y ans considered that Commissioner has mad revised re )- 
wok. ; 
) I 


ding the provisions of sub-section (1), the C 
tax affairs (u/s mie y 

ished under sub-section (2) of section | 14) shall be 
Sopa amounts of total income, taxable incom peak rough 


Conditions Mentioned in sub-section (2) of S.114. 
Ommissioner m. 


ay select a person for an audit of 


i automated system to 
ni and tax by making adjustments for- 
cal ; 
) any arithmetical error; 
: apparent incorrect claim, 
O) any 1 of any loss, deductible allowance Or tax credit and 
re ofc forward of loss: 


j ts shall be made after issuin 
The response of taxpayer shall be 


8 a System 


Note: Provisions of this sub-section (2A) shall apply from the date notified b 
not notified any date, Resultantly, the concept of self-assessment is still appl 
in case of incomplete return 


to Commissioner in case a taxpayer has filed an incomp 


m is incomplete, the Commissioner shall issue a notice to taxpayer informing deficiencies (other than 
tax on taxable income, or short payment of tax) i im to provide the missing 
and particulars. 


nitation 


which the Commissioner ca issue notice to fill a 
notice can be issued within 180 days fri 


1-7-17 30-6-18 


30-6-19 27-Dee.-19 
pee 
July 31 
Waseem filed 180 days A 
Thoth Lastdate by $ 30 


which Comm. © 3) 
Can issue notice N 30 
is27-Deo 19 p 27 


will be assumed 
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sessments and Appeals 


Chapter 15: Returns 


$ Saal s è considered as cor 
If tax payer complies with notice in due time, the return shall be mplete on the day i 


furnished 
(7) For the purposes of this section, incorrect calculation of tax (including a = 
my es g or Incorrect ca 8 any mi 
(a) “arithmetical error” includes any wrong o nimum oe 
tax) 


i i ent from return” 
b) “an incorrect claim apparent from re i e ee banh tar er item } 
; G) of an item, w hich is inconsistent with another entry of the same or other item jn Tetum; 


(i) of any tax payment which is not verified ace A Meh eae 
ss ee N re deducti exceeds specified s y a , Perc 
(iii) for a deduction, where deduction exceeds sp pe centage, ini 


is a claim, in the return: 


fraction) 


Explanation of Section 120 and 121 


Tax payer files a complete return 


Y N 
[S. 120(1)] [S. 120 (3)} 
Tt will be assumed that. Comm. Shall issue a 
Comm. has made an notice informing 
assessment of taxable deficiencies and 


income and tax order him to fulfil it. 
S.121 [ 


Now audit started 


4 Taxpayer does not Taxpayer 
comply with the notice complies with 
Refused to show record p iba Tici 
[S. 120(4)] Return Will be + [s.120(8) 
Now best [S. 121] considered as invalid The return shall be 
i assessment considered as complete 


Best judgment assessment [Sec. 121] 
1) Wh he circum 
Ifa person fails to: 
(ab) furnish return of income in response of not 


z ice under subsecti 4) of section 114; 0f 
(b) furnish a return as non-resident shi ee 


P owner or aircraft Owner; or 


a) before Commissioner or a special audit POr ayp 
by a firm of chartered accountants, (u/s 177) as NENA ede ee 
assessment of income and tax 

the Commissioner may, based i 


q nh i 
A on available information and exercising his best judgement, 
assessment of the income and tax. Now assumed assessment shall have no legal effect. 
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o 


R 


(ab) 
Saqlain Mushtaq 


„15: Retums, Assessments and Appeals 


AS per S.114(4) 


Tax payer fails to furnish 


earned Rs. 2,000,000 ma missioner will issue ifeven after receiving i | 
and has not filed IM a Notice to file return ~p | Notice under S 14/4). 
return with in 30 days | sa bd make | 
ment assessment 
(d) AsperS1 as per S.12) 
-120 
Inzamam has filed a assessment Asken —> | Commissioner started 
return of income audit and tax payer 
refused to show records. | 
Now Commissioner will || 
issue best judgment | 
assessment order. Now | 
assumed assessment as 
per S.120 (1) will have no 
making an assessment, the Commi = ; 
After g , the Commissioner shall issue the ing- 
W iie Parae le the assessment order stating. 
) the tax due; 
© the tax paid, if any; and 
( the time, place and manner of appealing the assessment order. 


What is the time limitation for issuing best judgment assessment 


Best j ent assessment can be issued within 5 years after the end of the tax year to which it relates. 
E assessment relating to tax year ending 30-June-2009 can be made upto 30-June-2014. 
‘Further where notice for furnishing a return of income (under subsection (4) of section 114) is issued for 
‘one or more of the last 10 completed tax years best judgement assessment order shall be issued within 2 
years from the end of tax year in which notice for filing of retum is issued. 
‘Agar 2021 mian return mangi 10 saal ki (2011-2020) aur tax payer nay ab combine jama kara di aur us 
nay wealth statement jama nahi karwai to 30.6.23 tak us ki best judgment ki ja sakti hay. 


of assessments [Sec. 122] 
= ‘der 
The Commissioner may amend following assessment order: 
~ -~ treated/assumed as issued (under section 120) or 
~ best judgment 
by making such 
ak the n 


&) 


i 
2016 because assessment order ç: 

soe in which the commissioner = i | 
the end of the nt order. The last date for Amending the order 


i : = ws 114 
A ised return wis 1*9- ent of taxable i 
Where a taxpayer furnishes a revised retum E? ey pas made an assessm income ang 
(a) It will be considered that the Commissio 4 tay 
mentioned in the revised return; and amended assessment order issued by the Commissione, 
o 


we TY 2011 | TY 2012 | 


309-11 Revised 


CERA 


ater of — 


$ 2020. The 
of assessora led as original at Y him is considered as assumed 
SF assessment 


Scanned with CamScanner 


e first forum for filing an aDpe 
f Inland Revenue M: ! 
aY file 
à 


jofficer © 
person or 
increases liability of the person 
e tax alongwith the return. 
‘An appeal shall- | 
) be inthe pre fr r 
o be verified in the prescri d manne! | 
(©) te the grounds of fh ; 
i e; n 
O Te haaraa 2 0) 
here the aj Jlant is & p at 
b where the appellant is not @ company, RS. 2,500. 
ii in other cases: À 
2 a) where the appellant is a company, Rs. 5,000; or 
b) where the appellant is not & company, Rs. 1,000. 
(e) be filed within following time limits: 
T appeal relates To assessment or penalty It will be lodged with the Commissioner (Appeal) 
Fappeal d i within 30 days of service of demand notice 
bie es not relate to assessment or | It will be lodged with the Commissioner (Appeals) 
: within 30 days of the d j 
ir il i 7 ate of servic 
(3A) The Board may prescribe mechanism for electronic filing of the appeals. ice of order 


Mr. Mark received a demand notice on 31-10-20 along with the pena He is of the 
r. d 4 ic 31-10-2012 to i 
i pay tax long pi ty. i 
opinion that Commissioner has made an undue deniand. You are being hired asa = ba 0 

rt to file 


an l with issii 
pa p enp em as soon as possible. Advise him. 
appeal e Commissioner (Appeals) within 30 days (i.e. upto 30-11-2012) 


of the date of service of demand notice. 


(6) 
7 0 
The Pen ner (A) $) aft il 
has to apply fri. (Appeals) may admit an eee 30 d teg e =F 
lays if a i 
fyetarein appeal Se. 128 ems 
1 ‘ommissioner 
(A) pi Commissioner ae aes notice of the d 
(IAA) The teh after providing Comm that tax recovery Sh for hearing to the appell issi 
, in ( Sonn sone an oppo 2 all cause undue ha 5 nae t and Commission 
Commis Appeals), may ity of being heard, he may stay reco 


order an opportunity of hep, >, TX reco 
2) The cauaPPAl in the said peng y 
peal in the saig 8 heard, mara i : 
O ca cMMissonr (Appeals) 1o Of 30 days, However inthis eanit period of 30 days after provide 
t ioner pel issioner (Appeals) shall pas 


(4) 
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er enquiry through Commissioner. 
eals) accept any evidence which w 
as not 


osion 

joner (Appeals) shall not accept an 
oe However he may accept it ifn ey € 
a reason: 


ify or 

ul (cancel) 

; assessment order after examining the evid s 

r case, make such order as he ne E enquires,; or 


in any othe’ i 
fo} -sioner (Al eals) increase the amount of an 
Commissioner (Appeals) can-only nie 
The 
jnoreas? 


an assessment or 


E a refund 

f . i a i 

| vided appellant a reasonable opportunity of showi 

ooe Eo Be appeal: ity of showing cause. 
de in the assessment of AOP or 


ge is ma 


a, wy f 
panow assessment © 
p sgsioner ( Appeals) shall authorise Commissioner to amend assessment of memb 
ers 


4 S ime limit for amending the i 
this c2s€ general poa UTRA g the assessment will not 
pon ime limitation within which a Commissioner is r acs an appeal 
and serve the order to 


i ‘afer decision, the Commissioner (Appeals) shall specify the amount of tax upheld 
. and Commissioner. The Commissioner (Appeals) will pass an order within 120 days of filing of 


be we ean be extended by further 60 days. 
i ing time will not be counted in above days: 


_ Following 
Sos ent at the request of the appellant or 
ive dispute resolution proceedings 


AOP is ordered, 
of AOP also. 


lafe Tribunal [Sec- 130] 
nal to be called Appellate Tribunal Inland Revenue to exercise 


‘of a chairman and judicial and accountant members as appointed by 


late Tribunal shall consist 
pellate Tribunal if he: 


Minister. 

shall be appointed as judicial member of an Ap 
een a Judge of a High Court, 
istrict Judge; or 
with a standing of not less than 10 years; OF 

as may be escribed. k 
f #5 of an Appellate Tribunal if he: | 
rank to Chief Commissioner Inland Revenue; 
Re e (A Is having atleast 3 years 
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to the order of Commissioner (Appeals), the Pay 3 
Appellate i the 


; play manner 3)). Commissioner will not pa t 
ie an mentioned in sub A of order of the Commission $ 


Ce, 
fee (as days of 5 er (A, 
O mare Tun min N hor he Ay 


The ; „d time lin 


Commissioner (Appeals) 
| upto 180 days. It will be done after pro’ 


ll cease on expirati 
above, the stay order sha P atOnr fy 
i Where een i made. Now Commissioner shall proceed to recover the a 


Further in computing the above 180 days the period for which recovery of tax was stated by High Cou 
shall be excluded, 


Disposal of appeals by the Appellate Tribunal Sec. 132] 
a) The Appellate Tribunal may, before deciding an appeal: 
~ call for the particulars or 
~ make further enquiry through Commissioner. 
(2) The Appellate Tribunal shall hear the parties and, in case of default by any of p 


e y arty on the date of hearing, 
en ial may proceed ex parte to decide the appeal on the basis of the available record, 
une “mutation for decision in appeal by ATIR. 
D The Appellate Tribunal shall decide the appeal within 6 months of its filing. 
+ (6) Orders ATIR at e time of disposal/deci ion of appeal 
Where the appeal a an assessment order, the Appellate Trib <e an or 
® mod or annu at E e Tribunal may, make an order to -= 
remand the case to the issi issi 3 
a ie Commissioner or the Commissioner (Appeals) for making further enquiry, 

Where appeal relates iston other than assessme; t, Trib 

= annul the decision. nt, Tribunal may make an order to affirm, vary or 


nity Of showing cause ig 
? an appeal: 


Provided to taxpayer, 


Tribunal shall be final. 
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‘aggrieved person Board for appointing committee to resolve dispute oF 
Be ien f refunds, 

tab or admissibility ©: 7 
D Sate of deli surcharge and penalty; or 


l na nen i urt/appellate authority. i 

TERE any ly be in het mere interpretation of question of law effect 
10 

sory cases. : 

: re i a mixed question of fact and law, the Board shall decide whether Ph 

If an issue involves 


not ADRC ma Sal be accompanied by an initial proposition for Tesolution 
The application 


ich he cannot retract later on. i s TE 
Board will Ys of application, the Board may appoint a committee comprising: 


ing jurisdicti he case 
i issi enue having jurisdiction overt \ 
O T a by the Board) comprising of cha eA 


accountants, cost and management ai E having minimum of 
10 years’ experience in tax field and reputable usines: < 
Communication | The Board shall communicate order of appointment of committee to: 
of appointment * Commissioner and 
e _ the court/appellate authority : a 
The Committee shall examine the issue and conduct inquiry, seek expert opinion, 
conduct an audit and shall decide the dispute in 60 days of its appointment or with in an 
extended period of further 30 days. 
(5) | Stay of tax The tax recovery shall be Stayed on constitution of Committee till the earlier of. al 
e the decision of the committee 
e _ its dissolution. 
The decision of the committee shall be binding on Commissioner: 
e  ifaggrieved Person has withdrawn appeal from the court/appellate authority and 
e has communicated order of withdrawal to Commissioner in 60 days of decisi 
by Committee, S ecision 
The aggrieved person m: 
4)) and all i i 


Committee 


mittee (under sub-section 


upto 30 days), the Board 


members ofthe Co; 


i mmi 
ction (2), mittee, other than the 
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Filed CIRA) A a i CY this day f 
First Ny l ‘decided , Comm; 

0 amendment oni A) case. case should ing 
filed 16 tac of Next =9 Lac an ISSi 
com ee appeal jr jg order 9 
order m m alaa lt is appa 
Tausi i? IS ape, 

in ATIR mee efter Order 


2010 u 12 13 l4 a EST 
Retum First ° 


By this 
| filed blac amendment decided case date 
l- Ea of at 6 lac Commissione 
ass. Order assessment and ordered should 
p passed Commissioner issue 
issued 9 lac to refund an assessment 
the amount order 


H.C has By this 


of assessment šet aside the date K 
oma amended Commissioner 
9 lac assessment should issue 


order an assessment 
order 


igh Court 
Years pending before the Appellate Tribunal, the Commissioner may. 
re him, even if Commissioner is going in a 
itis decideg 
ston nt Within 1 pan taxpayer), the Commissioner may mo 
not apply, f receipt of appellate order. In this case, 


and 1244 "der 
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eee Tax DHE LC High co, 
(y ehtisi- plan Lr S.C. «Comm, 
pf dsS.C EER E 
mL gef Taxpayer e Stee 6 Tax Recovery HC 0 
Lyrae L Taxpayer uno! 436 Case A 
LL pnvtenSZoSniG HC a 


a P Fe NoticerLt Data £/ Issue notice Seinri x 
iy nb tae KEL A af Retumý/ 


e Assess. Ord.» Comm. 7-4 {Filncome 2 SE by S te Court 

u? vË! Income, 4] 

) <Ur/(say) Income, 2 
AGEL Assessment Order issue uL $ 00S. Fee Sint 


par) 


HE limits 8.12404) 1.1 24(2) 4Section euv 


"explain the requirements of payment of tax viz-a-viz filing an appeal before the Commissioner Inland 


e (Appeals)? - ¢ 
(Q.8September 2003) 


aa requirements of Income Tax Ordinance, 2001 for a person who is about to discontinue his business. (5) 
(Q.8 March 2004) 


Briefly state the time limit within which the Commissioner is permitted to further amend an assessment?(2) 
(b) Briefly state the time limit within which the Commissioner is required to pass an order to give effect to the 


finding or directions of the CIR(A)? (2) 
(Q.9 September 2004) 

What is the status of a complete return of income filed under the Income Tax Ordinance, 2001? (5) 
(Q.8March 2005) 


Describe the circumstances under which the Commissioner is empowered to issue a notice requiring a person to 
furnish a return of income for a period of less than twelve months. i (4) 

(Q.6 March 2006) 
What are the time limits prescribed by the Income Tax Ordinance, 2001 within which the Commissioner is required 
fo pass an order to give effect to the decision of Appellate Tribunal Inland Revenue under thé following 


circumstances? 
a) The ATIR has set aside the assessment and order of the ATIR was received by the Commissioner on 


November 30, 2004. 
b) The ATIR has deleted the additions made by the assessing officer and the order of the Appellate Tribunal 


was received by the Commissioner on December 15, 2004. 68) 7 
(Q.8 March 2006) 7 


on-8 


what circumstances, an assessment made can be amended or an amended assessment can be further 
: Commissioner Inland Revenue? rT 


‘clients has received a notice demanding payment of tax in respect of 
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f ou understand by the term "definite information" as described in the Ireome Tay ? 

Nomani Industries (Pvt) Ltd filed their return of income for the year ended “une Pa D 

2007. On January 15, 2009, the Officer Inland Revenue issued a notice requiring the company to fil 

audited financial statements. The Officer Inland Revenue has also identified certain errors in the re 

income filed for the year and has shown his intention to amend the assessment of the Company for the 

jired: 

Oo” When is a return of income regarded as 'incomplete' for tax purposes? 

(ii) Is the Officer Inland Revenue justified in issuing the above notice? Explain. fi 

(iii) Discuss the circumstances under which taxation authorities may amend the assessment Order of d 
company. . 7 i 

(iv) Identify the specific date up to which the taxation authorities may amend the assessment of 
Nomani Industries (Pvt) Ltd. Assume that the return of income was complete on December 31, 


2007 when it was filed. (11) 
(Q.5 March 2009) 


Mr. Sami has received a notice in March 2010 from the Commissioner to file return of income for the tax years 2003 
and 2006 within 20 days of receiving the notice. In your capacity as a tax consultant, advise Mr. Sami on the 
following issues along with appropriate explanations. 
(i) Is the Commissioner justified in issuing the above notice? 
(ii) If Mr. Sami is not in a position to meet the deadline for filing the returns, can he get an extension? 

i (Q.3(b)March 2010) 


List down the circumstances under which an original assessment can be amended or an amended assessment 
further be amended, by the Commissioner of Inland Revenue. 


(Q.2(b)September 2010) 


tax authorities to make a presentation on 
a senior partner at ZA, wants Mr. Bader, his n 


Question-17 
Zucchini Associates (ZA), a tax consulting firm, has been invited by 
__ years and filing of tax returns” at a taxation seminar. Mr. Baqir, 
_ appointed associate, to make the presentation. Under the provisions of Income Tax Ordinance, 2001 ad 
“about the points to be included in his presentation as regards the following: pi 
Description of normal, special and transitional tax years, 

Who are required to furnish a return of income for a tax year, ; ; 
under which a Commissioner of Income Tax can require person to furnish a return of 

j less than twelve months, ii eer 
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oprictor of FG and company, is a resident individual and is in the process of filing jy 


tax year 20X7. The relevant information is as under: 
and liabilities disclosed in the wealth statement for the tax year 20X6 were as follows: 


Assets. 

Agriculture land in Hyderabad 
Residential property in DHA Karachi 
Investment in shares of listed companies 
Business capital-FG & Co. 

Motor vehicle 


Details relating to FG & Co. are as follows: 


Income from business for the tax year 20X7 


Drawings during the year 
of cash in hand and at bank, as on 30 June 20X7 amounted to Rs. 157,500 and Rs 


out by Zahid during the year were as follows: 
. 1,000,000 ra ee of a bungalow for Rs. 10,000,000. 
company ,000. The shares purchased 
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provisions of the Income Tax Ordinance, briefly discuss the following: 
‘The term ‘Concealed assets’, om i 


The powers of Commissioner relating to the concealed assets of any person when these are 

impounded by the Federal Gorena t (03) 

‘Anwar had filed his return of income for the tax year 2013 on 31 August 2013. Discuss the following in the 
of provisions of the Income Tax Ordinance, 2001: 


ü By which date the Commissioner of Income Tax could make the first amendment of the 


assessment, if required. (02) 

(i) By which date any further amendment can be made if the first amendment was made on 15 
February 2017. (02) 

(9.3 (a), (b) March 2018) 


y due date of filing of tax return in each of the following cases, under the provisions of the Income Tax 
2001: 


(i) An individual who derives his income from business which falls under normal tax regime. (0.5) 
(ii) An individual filing return in response to a notice received from the Commissioner who believes 


that he is likely to discontinue his business. (01) 
(iii) An individual filing return in response to a notice received from the Commissioner for not filing 
return of income of the previous tax year. (01) 

(iv) A company. (01) 
(Q.4 (b) March 2018) 


Specify the circumstances under which the Commissioner of Income Tax has powers to issue notice demanding a 
tetum of income from certain person(s) for a period of less than twelve months. Also state the powers of the 
Commissioner if such person fails to furnish the return as required, within the specified time. (06, 


(Q.4 (b) September 2018) 


Haider, a filer, was carrying on business as a cloth trader. On 28 October 20X7 there was a fire in his shop and the 
entire stock of clothes costing Rs. 1,550,000 was destroyed. The insurance company refused to pay the claim. 
Consequently, Haider ceased his business on 31 January 20X8. 


‘After cessation of business, Haider filed an appeal against the insurance company and was able to recover 
R5.1,300,000 as full and final settlement from the insurance company in tax year 20X9. 


the Income Tax Ordinance, 2001: 
State the requirements that Haider should comply with, on cessation of his business on 31 January 20X8. (03) 
I) briefly discuss the treatment of the recovered amount in the tax year 20X9. 


(02) 
(Q.2 (a) March 2019) 
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Commissioner (Appeals), 


(Q-4 (a), (o) March 
made thereunder, discuss: 
and Rules made 


nt? Also state the particulars to be includeg ms 


s Uch 
ia of the Commissioner relating to concealed asset o (0s) 
sderal Government. 


( 
(23 0) (© Maren 90° 
‘on from the Commissioner Inland Revenue (cy 
eas ne lack of knowledge about tax Matters, she a = 
ohne notice which she was required to pay Rs, 6 10,000 within 30 
ts openan order for tax year 2018 under section 122 fron ; 
order issued by the CIR and wants to file an appeal to the Commissioner (Appeal 
will cause hardship to her, 
Income Tax Ordinance, 2001: + 
hin Which an ; may be filed by Rubina to the 
appeal 
that the Commissioner (Appeals) may mal 


e 


5) 


Commissioner 
ke for disposin 


(02) 
(Q.3(a) Sep. 2020) 


2015 on 39 September 2015, 
f defin 


ite information, issued a notice u/s 122 
the tax year 2015 had already been conducted 
issued by the Commissioner om 
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most of the candidates, however very few : 
commissioner can issue a notice requiring a person to fije. 


attempted well by 
under which the ¢ 


j i ired the time limi 

i on the subject. The question required the imisi 

poor grasp of the ET ase of current financial year for question (a), and two 
aa iy Mo give the correct answer as above, 


didates could not - 
|. Most can ellate authority and the appellate authority ha 


mmissioner (Appeals) to make a new assessment order, they wil) 
nancial year in which the order of appellate authority 


Where an assessment 

given directions to Commissioner or Co 
pass the new order within 1 year from the end of the fi 
is served on them.[S. 124(2)] TOEA 


In this specific case the last date by which order should be passed is p> I 
Where direct relief is provided in an order under section 129 or 132, the Commissioner shall issue appeal 


effect orders within 2 months of the date the Commissioner is served with the order.[S. 124(4)] 


Answer-8 
S. 122(5) and (5A) 


The performance was very poor in this question. Many students mentioned the condition for filing of an appeal } 
before the ATIR instead of commenting on the provisions regarding the stay of demand. The relevant provisions | 
are explained in Section 131(5) of ITO 2001. 4 
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0 
Gi) 


Gi 


a s 
geome instead of explaining “definite information”. 


cad be mabye, 
may have to be filed. under 
ly found: The question was 
wrote that persons leavi 7 
are leaving Pakistan permanent are at are required to icine 
the candidates mentioned about the roast fl cs a return, whereas only those 


where he deems it app opriate to do so Commissioner 
- , to demand such return i 
in any 


students preferred giving their own versi ——— 
Mesection 122 of the ITO-2001. Many a infomation Tontend of caring Wesco 
z in explaining the source of 


fi was a simple question Most of the students were ab : - e 
itis in accordance with Section 114of the ITO-2001 a asee r po is considered complete if 
jt was another simple question from Section 120 of the ITO-2001 and well rer eer e 


students. 
This question 
the circumstances un 
students tried to explain various provision: 


decision on appeals 
A very simple question 2 of the ITO-2001 and large number of candidates secured full 


marks. 


When it does not fulfill the requirements of S.114(2) 
Commissioner shall issue a notice to the 


Where the return of income 
taxpayer in which he will inform about the deficiencie 


taxable income, as specified in the retum, or short paymi 
such information, particulars, statement or documents by suc 
The above notice can be issued within 180 days from the 


furnished. [S.120(6)] _ ie A 
time therefore he is not justified in issuing the notice. 


The notice is not issued on 
from the end of the financial year 


S. 122(5), (SA) 5 i 
A = di ithin ears 
easet order ca De — go having poe the original assessment order [S.122(2)]. So the 


Commissioner has issued or is tr 
specific date is 30.06.2013. 


based on Section 122 of the Income Tax Ordinance 2001required the students to describe 
der which the taxation authorities may amend the assessment order. Instead, many 
s related to amendment of the assessment order as a result of 


from Section 12 


e view that Mr. Sami 155 


à 


Where the Commissioner is of th 
to do so, the Commissioner is empow 
cea he can issue such notice in 
year 2003 cannot be justified. z 
Further as per S. 114(4) Commissioner will, 
Commissioner may allow 4 longer 
being allowed the sions is justified for TY 2006- 
Commissioner may extend the ti 
patie to furnish the return of i 
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(i) ‘On or before 30 September 201 2, 
(ii) On or before 30 September 2012. 
(iii) On or before 31 December 2012. 
(iv) On or before 30 September 2012. 


-19 A 
‘An assessment order can be amended within 5 years yann 
has issued or is treated as having issued the original assess 
2013, therefore show cause notice issued is valid. 


e end of the financial year in wi 
nt order [S.122(2)].The last date 


Answer-20 


i) A return of income — [S.114(2: A 
? (g) ASA the u and shall contain prescribed annexures and statements; 
prescribe different returns for different classes of income or persons (including persons 


taxation). ; ‘ i 
(h) shall state all the relevant particulars, including a declaration of the records kept; 
(a) shall be signed by an individual and in case of other persons it shall be signed by person’s 
(b) shall contain evidence of payment of tax as indicated in return. 
(c) shall contain a wealth statement (u/s 116) 
(d) shall be accompanied with a foreign income and assets statement, 
If any of the above condition is not fulfilled the return filed by Mr. Dynamic will be considered as 
ii) Following are the circumstances under which return of Mr. Dynamic can be amended: 
Refer S, 122 (5), (5A) 
Answer-21 
a) S. 114 (6) 
b) If Zia files return before receipt of notice of audit (voluntaril b i 
surcharge, then no penalty will be recovered, ( y) by paying tax short paid/ev 
Answer-22 


A person discontinuing a business shall give Commissioner a notice 
The person discontinuing a business 


Answer-23 

a Sec 114(1), 114(1A) 
The Commissioner may gi i 
= eee Y give notice to a person to furnish a return for a period of less than 
(a) the person has died; 


(b) the person has 
(c) the person is aby 
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omn 


information, he is 

any income chargeable to t 
total income is und 

any amount under a head oi 


snd ground on which assessment san be 


he Commissioner may amend/further amend an ; 
3 Commissioner shall not amend any assessment 


pa~ 

after 5 years from the end of the financial 
have issued the original assessment order. [s 120] 
unless taxpayer has been provided with an oni 


wer=2 

The following persons may be granted immunity from filing of 
3001 solely by reason of owning immovable epee e E 
flat located in areas falling within the municipal limits: z 

A widow; 

an orphan below the age of 25 years; 

a disabled person; or 

a non- resident person 


Answer-27 
(a) Section 114(1), 114(1A) F 
M 0 The Commissioner may give notice to a person to fi 


months, if- 

(a) the person has died; 
(b) the person has become bankrupt or gone 
(c) the person is about to leave Pakistan pert 
(d) the Commissioner otherwise considers it 
If a person fails to file a return after receiving 


based on available information and exercising 


income and tax. [S. 121 a) 
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- 100,000) 
z S 000 450.000) 


157,500 
730,000 


(600,000 + 300,000 + 450,000 — 1,000,000 + 350,000 -37,500 — 200,000 — 


2,075,000 + 2,500,000) 
Mr. Zahid 


Wealth Reconciliation Statement 
For Tax Year 20X7 


(350,000 = 50,000) a 
E 2,500,000 
5,340,000 


from income c le to te 
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@ ae it file it within 30 days of date of service of notice. C 
(i) [5.114 4) ‘ 


mpany will file its retum of income as follows- _ 


Tax year ends 
s between 


Tf the tax year end: 
anh 


nswer-32 4 z 
The Commissioner may give notice to a person to furnish a retum for a period 
the person has died; : 
the person has become bankrupt or gone into liquidation; 


the person is about to leave Pakistan permanently; 
the Commissioner otherwise considers it appropriate. 
The return will be furnished by the due date specified in the notice. 


Ifa person fails to furnish the return, the Commissioner may, based 
ment, make an assessment of the income and tax. 


Haider should comply with the following requirements on cessation 
i shall give Commissioner a notice within 15 days of the 
€ shall himself or being required by the commissioner 


ate will start from 1* day of tax year 
iscontinuance. This period will be treated as separate 


Ifa Feat will be furnished by Haider by the due date 
bi Se of income ceases to exist either: 

efore the commencement of the year or 
during the tax year, 

ed ities benefit derived from it shall be 
“Tefore ean. income was derived. 
Haider ang 1,300,000 received from Insurance 

uld be taxable in the normal v 


` 


then any 
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sment. Fabes 
aio win 30 days of service of d 


E if lement 
Every residem individual having: 


* foreign income equal to or greater than 10,000 United States dollars or 


* having foreign assets with a value equal to or greater than 100,000 United States dollars 
Shall furnish a foreign income and assets statement. 


Particulars 
The particulars include the following: 
(a) the person’s total foreign assets an 


d liabilities as on the last day of the tax year; 
(b) any foreign assets transferred by 


the person to any other person during the tax year and the ec 
received; and 


(c) complete particulars of 
wholly and nec 


> of foreign income, the expenditure derived during the tax year and that th 
essarily for the purposes of deriving the said income, 


t or a Provini 
ar by efore issuing any assessn 


S Dracticably, "8 the offshore asset, 


ithin 30 days from the 
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may appeal to the Appellate 
Is) within 60 days of the date of. 


9.12218) : 
The Commissioner may amend or further amend Fin 


á of definite information, he is satisfied that — 


(jyany income chargeable to tax has escaped assessment; 
(ji) total income is under-assessed, or lower tax rate is appli 
(ii) any amount under a head of income has been misclassified. _ 


The Commissioner may amend/further amend an assessment order, 
revenue. 


Ifan assessment order has been amended Commissioner may fur 

necessary, the original assessment within the later of = 

(a) 5 years from the end of the financial year in which the 
having issued the original assessment order; or 

(b) 1 year from the end of the financial year in which am 


nt can be made within later of; 


cial year in which Commissio 


The second amendment of assessmel 
5 years from the end of the finan 
(30-06-21) 

1 year from the end of financial year 
21) 


in which first ame 


Conclusion: 
Therefore Commissioner may further a 
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ith 
ssp of notice for show 


idgment assessment 
What are the grounds on wi 


Made an application to the Commissioner 
an exemption certifi 


cate because he thinks that all of his inc 
year is exempt from tax TI 
What 


to issue to him 
ae commissioner has refused to 
cours, to the taxpg er 


ome during the 
issue the same, 


tax has recently co 


Me to kno 
Of income for T: 2009. Th 


Azhar is wrong 
Commissioner 
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ment 
ination agreement. 


oem none m a raffle, lottery or cross wor, 
M ol To = tax deducted thereon, like certificate ia 
f inco! 
e Evidence o! 
ibed form. ; 
proven use or exploitation of property 
visi 

e Agreement 
Loan, ad 
e Evid 
or gift i.e., by a crosse 


oe of deduction for any other expenditure claimed, 
Vi 7 


deposit or vi dvance, deposit 
cejpt of a loan, a ASSP 
lence of mode ae eth or through a banking channel, 


d-records [Rule 32] 0 
hooks it acta le a on electronic media, if afery meena are ensured, 
Si The a aad cane ofa company shall be pamaine SS GEO vi 

e hee 5 
A accounting standards and as required under the Companies Act, 


Books of account, documents and records to be kept at the specified place [Rule 33] 
l e from business , PEM” ~ ; 
z TIA be kept at place where business is carried on, If it is carried on in more than 


then records will be kept at the principal place or at each places if separate books are maintain 
place. 


(2) Income from sources other than business 
Wh 


ere a person earns income other than business, the books shall be kept at person’s residence, 
(3) Place to be clear] stated on tax returns 


The place where the books are kept shall be clearly stated on the tax return, 


Audit [Sec, 177] 


(1) The Commissioner may call for the documents (including books of accounts) maintained: 
= Under this Ordinance or 


one 


income tax affairs of the person, 


ot call fc 
which they relate. call for records/docume: 


accounts. 


and Commissioner shall determine 
Board) 
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th internationg 


Places 


ed for each 


taxable 


n employed as above may be authorized yn i 


the Commissioner or 
a firm of Chartered Accountants or Cost and lanagement 
uments and records, electronically eo EE — i i 


issii may proceed to make best jud 1} 
no legal effect. = 


sosiolauditpanel 
M The Board may appoint as many special audit panels 
E paowing:- panels as may be necessary, comp 
an officer or officers of Inland Revenue; 
(b) a firm of Chartered Accountants; 
(c) afirm of Cost and Management Accountants; or F 
(d) any other person including a foreign expert or specialist as directed by the Board, 
(e) a tax audit expert deployed under an audit assistance programme of an inten 
tax authority outside Pakistan. ee. 
to conduct an audit, including a forensic audit, of the income tax affairs of any 
be determined by the Board or the Commissioner on case to case basis. 
‘Ifa member is not an officer of Inland Revenue, the person shall only be 
t panel if an agreement of confidentiality has been entered into 
ional tax organization or a tax authority. ee 
audit panel shall be headed by a Chairman who shall be an officer 
175) and power to obtain 
ed by an officer of 
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2001 and Rules made thereunder, briefly expl 
i ed by a taxpayer who has business income upto 


(Q.4 (a), (0) 


2001 and Rules made thereunder relatin, 
ä manufacturer having turnover exceeding Rs, 2,5. 


(Q.4(b)( 


ICAP PAST PAPER SOL) 


has been selected for audit in a year he can also be selected for audit in next or following years. 
a part 
71) mB Industries Limited can be selected for audit in this year as well. 


re ist of records are to be kept: 


suse Salary certificate indicating the amount of salary and tax deducted there from. 
se from propel > 
Tenancy agreement, if executed 
Tenancy termination agreement, if executed 
Receipt for amount of rent received 
Evidence of deductions claimed in respect of premium paid to insure the building, local rate, tax, charge or 
cess, ground rent, profit/interest or share in rent on money borrowed, expenditure on collecting the rent, 
legal services and unpaid rent, 


See 


Capital gain Seer , 
1], Evidence of cost of acquiring the capital asset 
2. Evidence of deduction for any other costs claimed 
3, Evidence in respect of consideration received on disposal of the capital asset. 


Answer-3 
a) The books of accounts required to be maintained by a taxpayer who has business income up to Rs. 500,000 


are as follows: 
 Serially numbered and dated cash-memo / invoice / receipt for each transaction of sale or receipt 


containing the following: 
a) taxpayer's name or the name of his business, address, national tax number or CNIC and sales tax 


registration number, 
b) the description, quantity and value of goods sold or services rendered; 
e Where each transaction does not exceed Rs. 100 one or more cash-memos per day for all such transactions 
e Daily record of receipts, sales, payments, purchases and expenses, a single entry in respect of daily 
receipts, sales, purchases and different heads of expenses; and 
e Vouchers of purchases and expenses. 
b) Refer S. 177 (11) to (17). 


Answer-4 


Following books of accounts are to be maintained by a manufacturers with turnover exceeding Rs. 2.5 million; 


: Serially numbered and dated cash-memo / invoice /receipt for each transaction of sale or receipt containing 


the following: 
(a) taxpayer's name or the name of his 
registration number, 
) the description, quantity and value of goods sold 
(©) where a single transaction exceeds Rs. 10,000 the name and 
e Cash book and/or bank book 
Sales day book and sales ledger (where applicable) 
real book and purchase ledger (where applicable) 
‘ad my 
Vouchers of purchases and expenses and where a single transaction exceeds Rs. 10,000 with the name and 
Address of the payee; 
Tegister of stock-in-trade (major raw 


business address, national tax number or CNIC and sales tax 


address of the customer 


a 


Scanned with CamScanner 


‘Scanned with CamScanner 


‘Scanned with CamScanner 


| A | 


NERAL THEORY 


C ESTIONS BY ICAP 
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folowing te which had a EMV OF Rs, 200,000 on y, 
5 i 500,000. 
at Rs. 500,000. 
was seen of his residential plot to Mr, Moosa, 
entered into an pe Mr. Moosa was required to Pay the Who 
500.000. Ac to the cic balance amount, he terminated the sale 
. However, instead of Pay TË ecordance with the terms of the agreement. 
tata th vance ofR.500,000 al car, Toyota Corolla, to one of his cousins 
sr 2011, Mr. Saleem sold his aoa 000 .The car was purchased by him 
7 Ai , i} 
000 whereas the FMV of the car was Ks. 
cost of Rs.300,000. jef Financial Officer in Dawood Pakistan (Pvt.) Ltd, which isa wh 
BAE. Tirati wes working as a oa. According to Company’s policy, Mr. Ibrahim Was tot 
owned cond of aoa N 1, 2012 for a period of five years. During this period, half opp." on 
secondment to Germany on 5 


h at a pri 
in the year 2008" 
a 


ay, . . i 
Will be credited to his bank account in Pakistan, whereas the remaining portion will be received by bine 
H Germany. (Q.2 (a) March 2 
jd z There are various situations in the Income Tax Ordinance, 


2001 when the rules applicable t 
different from those applicable to other taxpayers. Briefly discuss the differences in t 
and a Compan: 


© Companies 
ly in the following case of method of accounting. 


he tax laws for an Individua] 


Q 
: (Q.5 (b) March MA 
Mr. Henry is a UK d li hi 
y K pendent consultancy services in is individual capaci i 
DA Autos Ltd, a Pakistani as entered into a contract with the company. The uti 
E tract as being under an employment contract w 


‘act of employment should be 
t 15% of the Sross amount of the 


$ a FEN deposited an amount of Rs,275,000 in 

en, deposited on Mr. Henry’s behalf does 
Ot received the amount in cash, from the 
terling, the rate of 

i Conversi pall 

© in value of Pi tering ayaa 


Ound Sterling against Pakistan 
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working in Pakistan Embassy in United Ki ae 
months back and is now working with a British conglom oo 
cof income for tax year 20X5 and has sought your advice on the 


er I would be a non-resident for tax year 2015 as my period o 
the Income tax Ordinance, 2001? 

d to file a wealth statement and what pai 
Income Tax Ordinance, 2001? 

two story house in Lahore. Each story 


ld be the tax treatment of income from 


Į would be require 
ment under the provisions of the 
y with my brother Owais own a 
two separate families. What wou! 
Tax Ordinance, 2001? 


fod is more than one year, ~ 


eek le as separate block Property ‘ 
i 


ii = si 
i Tis Sina in n ~ of capital asset, therefore losg arising 


per the d of income. 
deduction eee source income as the employment ; 
till June 30, 2012 is the salary is credited. Assuming him tg a 
i ofthe itt ndhe is still abroad at the end of Ty 2012 so hig 
istan during the 
a atax (8 510). 


le to tax under the head “Incon 
A account for income chargeab I : 
p e vidual may account for such income on a cash ol 
is, wl 


| an accrual basi 
18320] 


EN 4 ; a er of days a person is present in Pakistan and i 
aai e TAN in Pakistan is more than 183 days in the tax 
i ident individual. 
aua e his income is not chargeable @ 15% of gross amount of the 
ed because this rate is applicable for non-residents only. [Sec. 6] 
attracts tax incidence because as per the provisions of law where an amount is applied on 
individual, it is treated as received by the individual. Therefore Henry has to pay tax on this 
D) 


of law, where an amount is in a currency other than rupees, conversion shall be at the 
Pakistan rate prevailing at the da 


te 


l. at which the amount is taken into account, Therefore the 
ent in this case is not relevant. 


‘expenditure incurred for the purpose of business į 
i i SS is an allowab 
5 geht to amend it. [S.21(a)) [Rule 10 of Income Tax Rules 
ind Violation of al 
usiness”, Howeye 
ation so it is an allo 


le deduction, so in this case 
2002] 


ny law, rule or regulation is not allowed as 


T in the given Scenario the lty dogmas 
penalty does 
Wable expense, [S.21(g)] 


b Y the person į ; 
established op Sonin the tax year as a donation to any 
Sia "goles np by Federal Government. Therefore 
an allowable q i 


eduction, However a tax credit will 

f other ; l 
jsmuneration pajq by an association of persons 
. under the head “Income from Business”. 
Alay paid to Managing Director is not a 


b 
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Baqir you would not be a Non-r 

because you were an 
a em, 
than s.116(2) 


'esident 


On despi 
ployee of Federal Pde fact that your 
nt 


ae Stay in Pakistan 
resident eee shall furnish a Wealth st Posted abroad. is less 
ne therefore Mr. Baqir you are required t : and Wealth 
A per $116 (1), wealth statement shall conin fe the same, °RCiliation statement along with 
4 The total assets and liabilities of the an NE particu}, 
date specified in the notice, Spouse, minor children 
p) Assets transferred by the person to a and other dependents on the 


ny oth g 
consideration for transfer. er person during the pei 
ò The detail of expenditure incurred br 
during the period specified in the noti 
d) Wealth reconciliation statement 
a Asper S- 65 where any property is owned by two or more e 
i) and ascertainable, Persons and their respective shares are de 
a) the persons shall not be assessed as an AOP in res 
b) The share of each person in income fre arenes of property and 


4 ‘om proper 
hands respectively and not as AOP, Property for a tax year shall be taxable in their own 


Therefore, Mr. Baqir if you and your brother's share are definite you will pay ta 7 
> x separately. 


i OTHER QUESTIONS 
estion 


is going d up in TY 2011. A sh im i 

3) A company is going to wound up +» A shareholder named Mr. Asim R = 
going to receive 5 tola gold whose market value is R. 50,000/tola as his final hate ener 
His original investment was Rs. 130,000. How the whole amount received will be si ivi 
taxed in the hands of Asim and company. ne | ore 


eae : for Asim. 
b) Intax year 2013 Asim disposed off all the gold for Rs. 430,000, Calculate gain/loss? | Rs. (430,000 — 
250,000) x 75 % will 
_| be capital gain. 


y the Person, his 


als Spouse, minor children and other dependents 


finite 


c) True/False 
(i) Income from lease of building together with plant or machinery is chargeable | F 
under the head Income from property. 
(ii) No deduction is allowed under the head income from other source, F 
(iii) Depreciation expense is only allowed as deduction under the head income from | F 
business. 
(iv) Loan received from a person not holding NTN if received through cross cheque | F 
is considered as [FOS. F 
(V) Loan received from person not having NTN if received in cash is considered as 
IFOS, 
Gift received from uncle in cash is not considered as income, 
Loss arising to an AOP can be adjusted against members income. 
AOP cannot carry forward its own business loss. 5 
AOP can set off the loss of its member against its own income, 
Capital loss can be set off against business gain 
Business loss can be set off against capital gain 
3 oe can arise in salary. 
‘Ss can arise under securities. i 
come from other wit loss can be carried forward ee a source income | F 
Foreign source loss from business can be adjusted again 
Under other 


= 


aaa. 
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to attempt first in paper 
ion in exam leaves 


mies are given in paper 
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‘ CHAPTER 19 . 
ICAP PAST PAPER OTHE TON 


i Itinational pri 
jef Executive of a mu Private company, Detai 
fhe Cm? r Details of his emoluments 
are as follows; 


a 4004520 
| 4 ety allowance 1,980,642 
) a4 encashment 400,452 
J Le llowance 538,083 
Ò pouse rent allowance — l 90,000 
ve he has received Director’s Fee amounti 1,802, 
lapon pe has sold shares that were acquired peee para A giir 
pei yo years ago. ae “ mee amounts to Rs.4,206,000 a Stock Option’ (being the shares of a UK 
pat roperty which has been let out on rent. i Í 
ako owns à prope! nt. The details of rent received and expenses incurred are as 
lows: month, Th 
Bn 
ing the year he has paid Rs.6,000 for repairs and maintenance. 
0, the year the tax withheld at source from salary income is Rs.3,600,000 
pequed You required to compute the taxable income and tax liability for the tax year. (17) 
7 (Q.15 September 2004) 
on- : aes 
wer the Chief Executive of a Multinational Company. Details of his emoluments are as follows: 
Rs. 

i) Basic Salary 8,800,000 
Bonus 5,000,000 
k) Utility allowance 830,000 
200,000 


M Relocation allowance 

Apart from the above he is provided with the following perquisites / benefits: 

() A free unfurnished accommodation by the employer with land area of 2100 sq. yds. 

(i) Motor vehicle for both private and official use, cost of acquisition of which was Rs.2,000,000. 
(il) Children education fees for the year Rs.105,000 


(i) House servant salaries for the year Rs.230,000 gt 
According to the terms of employment the tax liability of Mr. “B” amounting to Rs. 2,976,000. Tax liability on 


peceamerstion is borne by himself. details of xpenses 
Mi, "B" also owns a property which was let out on rent for a part of the year mere 


ew as follows: 
) Rent Rs.50,000 per month. 
m December 2011 to June, 2012. 


O The Property was let out on rent fro! 
the tax paid Rs.35,000. E 
year the following information was also provided: 


Tax 
6) deducted from salary income 
Regu; Tax paid by the employer 
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pm. (no free medical or hospitalization facility is given to Mr, Imran Unde 


Mr. Imran a TV and VCR costing Rs.40,000 on which 
% in its books of accounts. i 
rovided interest free loan to Mr. Imran amounting to Rs $ 
nployment with the company (Pakistan subsidiary). 
cost in Dubai, bome by the company amounts to Rs.30,000 pm 
ling and related cost borne by the Pakistan 


with the 


subsidiary to meet his family 


Subsidiary, Mr. Imran had exercised 


d option 
time when 


a year Neither the 


vided above, (16) 
(Q.2 September 2005) 


ollowing emoluments: 


= 00,000 
VL) Ltd (PIL), The 
i 4 y offered her 
One time payment of Rs.200,000 as an 
Lwef June 1, 2012. She joined 
2012. i 
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allowance * 
to the above cash emolu: 
‘Acar for his personal and officiel h itled to the followi 
Rent free accommodation having mon ae Cost of #7008 perquisites: 
to take rent free accommodation Y rent of Rs.20,009 79 0° 


the em, 
a vired: Compute the tax to be deducted each month ee or cash in liey 


+ from hi. 
‘om his salary for tax year 
i (10) 
fE Ayab after retirement from a multinational (Q2 (b) September 2006) 
wine years. However, due to certain reasons, the een, AS @ senior executive, was rehired i 
31.12201 1, ract was Premature! on contract for a peri 


The details of emoluments received by him during TY 2012 are oj Y terminated six months earlier i.e. on 
given below: 


pasic salary (per ped : a 

ir market Rent of furnished accommodation e 
(jlities allowance (per month) (per month) 70.508 
Medical benefits reimbursed during the year 12.000 
House rent was paid by the company directly to th . 25,000 
Simited by Mr. Ayub, Y to the landlord, Medical benefits Were reimbursed against bills 


Inligu of premature termination, the following additional benefits were 

fij A compensation for early termination of Rs.150,000 was paid. 

(i) Mr. Ayub had obtained an interest free loan of Rs.200,001 
on March 31, 2012. 25% of the outstanding balance 
deducted from his final settlement. 

(iil) He was allowed to retain a 1600cc car which was in his use at accounting book value of the car was 
Rs.650,000. The FMV of the car at the time of settlement was Rs.700,000. 

Required: Compute the taxable income for TY 2012. (14) 


(Q.1 September 2007) 


allowed to Mr. Ayub; 


0 on July 1, 2011 which was payable in lump sum 
was waived and remaining amount of loan was 


th s e hi n A 
Ms. Ali Raza is working as a senior Executive in DD Pakistan Ltd. The detail of his income / receipts during the 
Yaris as follows: 


He received basic salary of Rs.65,000 per month. i 
He ue itti Arnishied accommodation for which DD Pakistan Ltd paid a rent of Rs.25,000 per 


month. J ial and for private 
A company owned car was provided to him which was used partiy fr oaa EEE fe F 
purpose. The car was purchased at a cost g sia 8 ieee "The actual medical expenses incurred by 
Medical allowance of Rs.150,000 was paid to him during the year. ae: 
him amounted to Rs.40,000. POE jewelery but incurred a loss of Rs.28, 

amed an income of Rs.45,000 on liven Heneccived boo: 
ee idine period orjolet a Tuly 1, 2007 ata monthly raatna O security 

im w: A 

adjustable ier seca of Ra 00A i, amounting 1 Rs.70,000. 
deposit it received from the previous tenant 
He incurred the following expenses on the . 


S55 


2 £ 8 


Share of rent to House Building Fim" nmm 
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(Q.1 Sep 
of five years, 


l 
atment at approved hospital, 
to bes wees ira was used partly for official ang panty 
tained 1600cc “ea The gross lease rentals payable over the 
j the car from ih of the car at the time of lease was Rs. 2,000 009, 
000. The fair Rai ae amounted to Rs,800,000, i 
by the hotel during eee the usual charges are Rs.400 per person, He i 
at va Bee iy whlch is deducted from his salary. Assume that there are 300 
w 3 . 
year, ing and lodging cost amounting to Rs,1 50,000 
coe ae Be rasan 000 which was reimbursed by the hotel, n 
prea @ 10% af hi bast salary. An equal amount was contributed by the hotel, 
yh ted to Rs.48,000. 
pii Epe SENA A in payable on salary will be borne by the hotel, 
pale ed from other source of Rs. 100,000. 


amount of Rs.4,000,000 through a normal banking channel as 
2008, he received a lump sum 
from Berlin Hotel, 


|, 2008, he inherited 25,000 shares of a private limited company. The estimated fair market 
on the date of inheritance, was Rs, 42 Per share. He sold all the shares on February 28, 


share, 
alee RS.200,000 to an approved organization, through cross cheque. 


taxable income and tax Payable for the tax year 2009, 
treatment of items which are not considered in the above computation. 1 


(18) 
(Q.1 March 2009) 


retired on March 31, 2009 after completion of 19 
for TY 2009 are given below: 


with CamScanner 


t 

Medical insurance for 

at of his children" 

,ol's bank account 

shed 

mits of Karachi 

Two company -maintained 

exclusively for his business Us. 

used partly for official and partly 

vehicle a! the ume of lease was Rs. l 

Leave encashment to Rs. 
ual to one 


the sche 


Rent free fumi 
the municipal li 
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These bills were also attested og 9 


he ~ t ick 
í TS benra DF, 


fers 500.000 wes paid for introducing new clients to the company. Withholding 
cted by RSL a 10% from such payments. 

"aege say by RSL for the tax year 20X2 amounted to Rs.550,000. 

t with RSL, Mr. Mateen also organized events for private clients. He received a 

‘from such clients. However, he incurred an overall loss of Rs. 350,000 on organizing 


received Rs. 180,000 from Mr. Ali as consideration for vacating his bungalow. 


‘on such income, 
d 10,000 shares of a listed company from the Privatization Commission of Pakistan at 
‘share on May 31, 20X1. He was allowed a tax credit of Rs. 100,000 in tax year 20X1 
On May 20, 20X2 he sold all the shares for Rs. 1,000,000. 


i tax liability and tax payable / refundable, if any, by Mr, Mateen for the tax 
$ (20) 
(Q.1 March 2011) 


d as the chief financial officer in Zulfiqar Gas Compan ZGC), 
e for the tax year 2022: E we i 
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ma Rout opted for early retir i 
retirement s -o received the followin nent on 3 
Wing b 1 Decemb 


me 
Pf 00,000 as a golden handshake y enefits op p, DeC 
Pr 700,000 from an unapproved pom the Voluntary reyes reti 


Rs. 7» 

r R9 mpany's car fo fun 
' fer of company’ for Rs: 2,600,000, 
L 


5 
market value of the car as of 31 


fair December 995, Ount was dea, 
for th er 2021 leducted from p; 
educted at source for the tax year 20 Was Rs, 2, om his fi 
> ation 22 amounted to Rs. 3,750,000. nal settlement, The 


qhe form: 
gner anuary 2022, Khursheed 
eon) amuy commenced busi 
itel 


s, However, due to intense comp 


d 5,000 shares for Rs. 50 F 
He purchased ó > - 300,000 from init; A 
2021. He claimed a ss credit of Rs. 60,000 F bey public offering ofa new 
2021. On 15 June 2022, he sold these shares for Rs ee against the 
He incurred a loss of RS. 500,000 on the sale offis sae 
He sold his personal car at a profit of Rs, 300,000, Oldings in a Private 


On 1 March 2022, he purchased an apartment fi 
to Mr. Abdul Sattar at a monthly rent of Rs, 25 Doo maa 200.000. On 1 April 


listed compan: 
ly on | June 
tax payable for the tax year 


limited company, 


2022, he rented out the flat 


+ His average tax rate for the preceding three years is % eaa advance rent for eight months. 
» He paid zakat under Zakat & Ushr Ordinance amounting to Rs. 127,500 
pequired: As. . 3 ai 
Compute the amount of taxable income, tax liabili = 
6) 2022. i ty and tax payable / (refundable), if any, for the tax year 
6) Briefly comment on the items which are not considered by you in the above computation, ve 
.1 Sept 
westion-13 (Q.1 September 2011) 


Dr Sona is a leading Eye Specia 
latest tax year is as follows: 


Receipts Note Rs. | Payments 
Consultation fees 4,400,000 | Rent of clinic 
Income from surgery | Household expenses 
| Purchase of motor car 


L 


| Property income (i) 1,062,000 | Surgical equipment 


ist. He manages a private clinic, A summary of his receipts and payments for the 


Rs. 
300,000 
1,960,000 


180,000 


Otter income ii) 75,000 | Salary to assistant 

| Clinic running expenses x 240,000 
2a Car expenses ii i) 200,000 
| | Donation (iv) | 300,000 


ah the receipts and payments are presented below: 
) Dr. Sona owns a commercial building which he has rente 


d out, Details of net receipts is as follows: 


Rent for the year 
Non-adjustable security deposit: 
received from a new tenant 
paid to old tenant (received three years a} 
Property tax on building 


0 


r mne on World Health Day. 
The am : r cle in an international magazine be 
‘ount-was received for writing an article ection with his persona 
| “ ofthe motor car expenses were incurred in a For uperading is library. r Ta . 
i Depri on was given to a Government medical collegi eI E Schedule of the Income ao 
200); aon on motor car and surgical equipment, ; 
Netting red: Ç, 


is Rs. 96,000 and Rs. 75,000 respectively” payable by Dr. Sona for thè 


©mpute the taxable income, tax liability and tax ‘computations. 
Comments on the items which are not relevant for yOu 
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Rs. 750,000 from Rafia in respect of bad debts that h 
z the taxable income for the tax year 2010. The amount was rook Written 
rendered to Rafia. in 
; include amounts of Rs. 50,000 and Rs. 75,000 per month paid te 
Her brother looks after administration and financial matters of nae ier 
include gifts to clients, gift to her son and donation to approved non 
on amounting Bs, 100.000, Rs. $000 and Rs. 250,000 respectively. po 
obtained solely y urposes on lease, from a bank. The | 
ch 2012. Lease charges include Rs. 500,000 paid as security deposit to the tae ea 
al fee includes an amount of Rs. 150,000 paid to a legal firm for defendi 
ed against Beena, in a family cour. ena 
tet pact ‘apartment situated above her office, and two-fifths of the total property expenses 
er nses include an amount of Rs. 260,000 paid for Beena’ 
ihe s. 260, s Golf Club mi ip whi 
used to promote her business interests. The payment to the club BE: pie 
TION FROM AYESHA FOOD LIMITED (AFL) — ae 
z S a of Rs. 100,000 from AFL. 
C eiaa two bonus payments of Rs. 100,000 each. One of the bonus 
S announced * last year but disbursed to her in the current year. 
a, 6 her personal as well as business use. The car 
. 2,000,000. The fair market value of the car as 


000 
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working as Director Human Reso 
e/receipts during the latest tax 


uena a 
in addition to above, he was also provided with the 
oyment: 
a Rent-free furnished accommodation in a bungal 
J a comparable accommodation facility in the vicinity 
An 1800cc company-maintained car. The car wasp 
: and is used both for official and personal purpos 
house owned by Mr. Creative had been leased-out by hi 
31 December. Mr. Creative refused to renew the lease 
; ing the rent by 10%. He returned the non-adjustab] 
received two years ago. n 
house was immediately leased to his cousin without any 
ive years ago, Mr. Creative had purchased 20,000 
e of Rs. 140 per share. After one year of acq 
s fair market value of Rs. 142 per share. During the la 
of Rs. 145 per share. He 
g the latest tax year, following investments 


the latest tax year, he redeemed 
purchased three years bein” 


Scanned with CamScanner 


s ome tax related to her salary and bene 
n ne aM as follows: be 
the taxy 


month. ye GFRs. 480,000. 
annal eting val 4 pie amount was spent in the pe i i 
. 20,000 per month. 
ance of Rs. ‘An equal amount was TT aa 
110% of basic salary. d 5,000 shares in on 1 January 2022.5 
3 oe a March 2022. She sold all the shares 1 ut 
Parle of the otal the above dates was as follows: 


w q 


r May 2022 i ; 
Seda SLEA loan of Rs. 400,000 from HPL. The loan carries a mark-up Of pe 


' prescribed benchmark rate is 10%. } i i 
ien employee award of HPL and received a laptop having a fair market value a 


Coote of Rs. 355,000 was received from her Spouse as support payment, under an agreement to live 
px, 
105,000 as zakat under the Zakat 


and Ushr Ordinance, 1980, 
70,000 was paid to an institut 


e listed in 13" schedule, 


tax liability and tax Payable for the tax year 2022, 


(21) 
(Q.1 September 2013) 
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charges maid for Qamar’s residence 
aid to a distributor for delayed supplies 


a non-pro Y 
ho is Qamar’s brother. Advance tax has been 


Jio the Mi 
è reciation bro! 
isfied with the tax return prepared by his accountant and has re 


-Compute the revised taxable income of Qamar and tax payable by or 
mment on treatment of the above items of expenses in 


Briefly co! 


9 
îs working as electronic engineer with Ansari Electrical Company | 
e following information for the tax year 


provided you with th 
His monthly cash remuneration in AECL is as follows: 


_ | Medical allowance 


Hospitalization cost is covered by an insul 
insurance premium relating to this benefit 
= He is allowed to use his personā | 
maintenance expenses amounted to Rs. 
imitec 


0,000 were received from a private 
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(Q.1 Septe, b 
f the business for the 


s statement 0! 
garments. Income 


Notes Rs, 


eso | 


58 
(12,998) 
— A 
hi rted from China valuing Rs.1,500,000. Depreciation @ 15% 
nery for the on and is included in cost of sales. 
selling expenses include: 
for the purchase of computer software. The software is likely to be used for ten years, 
of a feasibility study amounting to Rs.250,000 which was issued prior to the 


00 per month was paid to Tahir’s brother who handles the financial matters of the 


de Rs.80,000 pertaining to a vehicle obtained on lease from a leasing company. The 
1,300,000. Depreciation of Rs.260,000 has been included in administrative and 
Lease rentals paid during the year amounted to Rs.384,375. 


years and had come back to Pakistan in April 2020. 
m his ex-employer as differential amount on his 


s inherited from his father in Sep 
1,50 0,000, 
offering of a new listed c 


commer cl g mhen Engineering I imited AEL 
( ), an unlisted public 
company, 


asa 7 i i 
d following emoluments di 
He derive luring the tax year ended 30June 20X5: 


pkarram was also provided the following: 


4b0 A intained car for both business and ersonal ded hi on 

> mainte i : personal use. This car was provi to him 

aii ed 0 replacement of his previous car, This car was purchased three tiv’ t i 
0 mp o at a price of 


E a 4 in i 
URET o. However", the fair P value of the car on 1 July 20X4 was Rs.800,000. On 
00 K 20X4 + in accordance with the terms of his employment, AEL transferred the previous car to 
he market value of the car at the time of transfer was Rs.400.000 where as its book 


e! 4 
septe™ ee of cost. T! 


m 
peen Rs.200,000. On 1 June 20X5, Mukarram sold this car to his neigibor at a price of 
yalue i 

000. e 
R 350, ated bonus of Rs.500,000. The bonus was however, paid to him on 5 July 20X5. 


form: i 
ii) ia Fe puffet dinner coupons per month, one each for Mukarram and his wife in a five star hotel. The 
j ed in line with AEL’s policy for its management employees. The dinner costs AEL 


ps.2,000 per person. N 
Reimbursem 20,000 in respect of telephone and internet charges. 20% of this amount was spent by 
Mukarram in performance of his official duties. 

a washing machine for use at home. The combined book value of these appliances 


conditioners and 
0,000. The appliances are returnable to AEL after three years’ time. AEL charged 10% depreciation 


(iv) 


w) Two air- 
was Rs.3 
on these appliances. 

Wi) An option to purchase 20,000 shares in AEL on 1 May 20X5 at Rs.25 per share. The break-up value of AEL 
on that date was Rs.85 per share. 

Oher information relevant to tax year20X5 is as under: 

W) On | April 20X5, Mukarram sold a diamond ring to his br 

20X3 at a price of Rs. 280,000. 


other Zohaib for Rs.250,000, The ring was 


purchased on 1 January 
b) Mukarram has 65 acres of agricultural land in Badin and a building in immediate vicinity of the land. 


acres of his land along with the building to Dino who is a cultivator. Dino uses the 


Mukarram rented out 30 
| rents of Rs.750,000 and Rs.325,000 in respect of the 


building as a store house. Mukarram received annua 


land and building respectively. 

— is also running a small rice husking unit in Badin, He uses entire agricultural produce in the 

Pie unit which is grown on the remaining portion of his land, During the year he brought 5,000 

a ana of raw rice from his land to the unit for husking. He would have earned pr per 

Bs60.000, of raw rice had he sold it directly to the market. His sales from rice husking unit at 

© On 3) ala other operating expenses were of Rs. 1 ae waits gegen 
a painting was destroyed by heavy rains. perp sea 


30 J 
ing line 20X2 for Rs.100,000. However, due to constant increase in the value o 
f Rs,275,000 on 15 June 20X5. 


Ayup edi : : 
Rtireg, itat a premium of Rs. 15,000. He received insurance claim o 
Vide , 
compute the taxable income 


Provis A 
isions of the Income Tax Ordinance, 2001 and Rules made thereunder, ES 


for tax 
year 2 
owane, B20X5, (Q.1 September 2015) 


le 
“vant exemptions, exclusions and disallowance. 
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ee Penent 20% of accumulated balance opat 


ing to Rs.60,000. 
amounting to ; 
bills during the year 


Iso available: Limited, a company listed on p 
dividend of ete dividend amounted to Rs.9,209 
aholding tax 

He also received dividend of Rs.65, 
However, no tax was 


d Rs, | 
H 
M 


ncurred by 
for 


h T hop, 
f ),000 
Other miscell 


computers for the centre, 


es amounting to Rs, 195,000, 


Wajahat in 

income during the 
Of the Income Tax Ordinance, 2001 and Rules made thereunder, ¢ 
el tax payable byitefundable to jahat duri 


ompute the total income, 
aj ring the tax year 202]. 
and disatio wances, 


previous tax year was Rs. 1,850,000, 
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nce 
Bader was also provided y 
90,000 for signing a bond with E f 
pyment before the expiry of 30 eA 
pany maintained car for both official ae 
fair market ha 4 a 1,500,000. s) 
on | January 201 HFL sold an item of i 
en of inventory at the end of 31 Dee i 
respectively. HFL had acquired it in July 2014 at a 5 and 30 
An option was granted to Bader in August 2014 ae of Rs, 
ple. (MP), listed on Hong Kong stock exchange. raTa 
one year of service with HFL. Bader paid an Bee wie 
the fair market value of the option was PKR 250. ee valent to 
tember 2015 he paid an amount equivalent to PKR 3 


On 1 Septem 
shares were issued to him on 15 September 2015 when the market 


PKR 375. 


On 15 June 2016 Bader sold 2,000 shares in MP and received net 
his bank account in Pakistan. This amount was received after deductic 
brokerage commission equivalent to PKR 10,000. i 
Other information relevant to tax y 
(i) On 1 July 2015 Bader receive 
. Rs. 600,000 in respec’ 
a . Rs. 485,000 again 
(i) On 1 November 2015 Badı 
Rs. 65,000 on his treatment but did not ch 
On 1 December 2015 he paid a premium © 
On 1 January 2016 Bader purchased 35,00! 
share. On 20 March 2016 he fully subscribed 
aprice of Rs. 20 per share. 3 
Withholding tax eaucted from Bader’s salary durin 
is total assessed taxable income and total taxes 
“amounted to Rs. 10,500,000 and Rs: 1,260,000 
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